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The objective of this thesis was to study supplier evaluation and supplier relationships in
relation to sustainability. Different sustainability issues and their importance in the supply
chains were studied and a framework was created. The empirical study was conducted with
a Finnish case company, operating in the Nordic food industry. The primary data consists of
five semi-structured interviews with the procurement team. In addition, secondary data
provided by the case company was used. Based on determined sustainability factors, the goal
was to create a list of sustainability criteria by which suppliers should be evaluated upon.
From the research, three main aspects of sustainability the case company should consider
were introduced: the environment, human rights and ethics and business integrity. The main
findings indicated that companies should focus on controlling pollution and resource
consumption by implementing environmental management practices. Additionally, the
prevention of child labor and enabling good working conditions were raised as an important
human rights aspect. Companies should also consider their impact on local communities
while focusing on fair employment practices. By implementing these themes to supplier
evaluation, companies are able to mitigate risks, grasp more sustainable supply chains while

simultaneously forming more collaborative relationships with their suppliers.
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1 INTRODUCTION

1.1 Background of the study

Compared to several years back, when sustainability initiatives were considered more a novelty
or a marketing tactic, in today’s business environment sustainability is becoming a standard of
operation. Companies have been showing a growing interest in sustainability in recent years.
This is partly a result of various global megatrends, such as global warming, carbon emissions,
scarcity of resources, human rights and equality. (Dufva 2019) Changing customer demand,
consumer awareness, pressure from stakeholders, legislations and regulations are all factors that
contribute to sustainability awareness of organizations. Sustainable business can be seen as
continuous development providing competitive edge and complying to present needs, while

preserving resources for future generations. (Burrit 2014, 327)

Social and environmental responsibility of corporations has become a focus for decision
makers, as both consumers, governmental- and non-governmental organizations have become
more aware of sustainability issues after public ethics scandals, state Maloni & Brown (2006,
36). Organization operating in the food industry are one of the first targets for public concern,
especially regarding environmental and social issues in their supply chains (Maloni & Brown
2006, 44). The media and other stakeholder groups have become increasingly quick to react
and criticize possible unethical practices and greenwashing in the global supply chains of
multinational organizations. This acts as an incentive to act more sustainable and responsible,
as self-declared sustainability initiatives affect positively on a company’s brand image.
(Lawlani, Nunes, Chicksand & Kumar 2018, 3987) As sustainability has received more
attention in top management, it has resulted in companies starting to evaluate their suppliers
from the viewpoint of triple bottom line approach (Vahidi, Ali Torabi & Ramezankhani 2018,
1352). While companies can have various sustainability policies and actions in place, it does
not cover the entire supply chain. In order for the company to ensure sustainability, companies
need to establish alliances with suppliers while simultaneously spreading sustainability

initiatives through the supply chain. (Gimenez & Tachizawa 2012, 541)



1.2 Research objectives and questions

In order to recognize the value of suppliers, companies need to focus on strategic supplier
selection. (Lasch 2016, 179) After the selection, continuous supplier evaluation must take place
to manage the performance of suppliers. Supplier evaluation is one of the most critical and
strategic success factors for sustainable supply chain development. (Lasch 2016, 180) There
are often tens, hundreds or thousands of suppliers, managed in large quantities, therefore, and
with a different relevance for the buying company. The main goal of effective supplier
evaluation is to gain insight to the operations and performance of suppliers while maximizing
overall value in purchasing (Bradu, Oquin and Thggersen 2013, 284). Companies often focus
merely on the financial performance measures of their suppliers. However, it is also important
to map out the social and environmental impact of suppliers. Thus, effective supplier evaluation
should measure each aspect of the triple bottom line: financial performance, environmental

impacts and social responsibilities. (Blyuktzkan 2013, 3939-3940)

Supply chain management has an enormous impact on sustainability practices. Various
activities related to supply chain and sourcing such as efficient transportation, reduced
packaging, environmental requirements for suppliers, improved working conditions can be a
source of cost reductions and a guide to better reputation among stakeholders. Environmental
degradation, such as the depletion of natural resources, congested waste and increasing
pollution, has steadily increased the importance of environmentally friendly thinking in supply
chain management. (Shrivastava 1995b, 937) By engaging in sustainable supply chain
management and forming new sustainable practices, organizations are not just reducing their
total carbon footprint, but in addition optimizing their operations and thus enabling cost savings
and profitability. (Winter & Lasch 2016, 179) Winter & Lasch (2016, 179) also argue each

supply chain can be optimized using sustainable practices.

Companies are aiming for more sustainable supply chains, thus the application of sustainability
criteria in supplier evaluation has become more common. (Winter 2016, 175) Environmental
and social criteria help to mitigate risks and problems with suppliers, as companies are held
accountable for their own actions as well as their supplier’s. This brings challenges to
companies, especially those who operate on a global scale. Global supply chains often receive

attention from multiple media outlets worldwide. With the broad spectrum of regulations and



legislation, volatile customer demand, and exacting stakeholders, sustainability has become a
hot topic for organizations. (Seuring 2008, 459) Governmental and non-governmental
institutions are creating an atmosphere of pressure for organizations to act more sustainable.
Hence, many organizations following these sustainability actions have recognized the latent
value it brings. In example, this value can mean competitive advantage against others, waste
reduction, possible product differentiation altering to improved position on the market and
overall better financial performance. (Winter & Lasch 2016, 178-179)

In order to study the importance of sustainability in supplier evaluation as well as forming the
framework of all the key sustainability factors in supplier evaluation the main research question

and supporting sub-questions were formed.

Main research question:
What are the key
sustainability factors that
the case company should
consider in supplier
evaluation?

Sub-Question 1: How the

environmental and social

criteria can be applied in
supplier evaluation?

S§-Q 2: What are the
advantages of considering
sustainability factors in
supplier evaluation?

Figure 1. Research questions



Conducting research about supply chain management and sustainability is useful. While supply
chain management is a complex, interesting topic, it constantly offers new research results and
offers insight to current issues. In addition, sustainability is a topical research topic that is
becoming an increasingly well - known around the world, which makes it worthwhile to
research. However, research on sustainability in supply chain management is usually more
focused on the environmental dimension of the triple bottom line (cf. Lamming & Hampson,
1996; Lu, 2007; Seuring, 2008). Thus, it is important to conduct research including the social
dimension as well. However, in more recent studies, there has been an increased interest to
include both viewpoints in research. (cf. Winter, 2016) The study focusing on a company
operating in the Finnish food industry, managing global supply chains can help reveal
interesting information about their supply chain liabilities while providing assistance in forming

a clear framework of sustainability attributes to consider, when conducting supplier evaluation.

1.3 Limitations

The thesis approaches the research topic from the perspective of the purchasing organization,
in addition to which the research is limited to only one company whose procurement activities
are international and whose strategy has defined sustainability as an important area of focus.
Thus, the results are limited to only this company and its activities. Due to the vast scope of the
topic, supplier evaluation is limited to the evaluation of suppliers’ sustainability issues,
although supplier evaluation is carried out to evaluate other factors, such as financial
performance, as well. The organization of the study is one of the largest players in the food
industry in Finland. Responsibility, sustainability and supplier management are solely studied
from the perspective of the target organization in relation to its suppliers. In this thesis, the
concept of relationship is restricted to business relationships between manufacturers and
suppliers in the supply chain. These relationships are often presented as buyer-supplier

relationships, but throughout this research will be referred to as supplier relationship.

1.4 Research methodology

A case study method was selected for the research method of this study. The data is collected

from a case company operating in the Finnish food industry, with extensive global supply



chains. The data collection is conducted via one-to-one interviews with the case company’s
representatives. The interview form is presented in appendix 1. Research methodology is
discussed further in chapter 3, where the reasoning behind the research methodology, data

collection process and data description are explained.

1.5 Conceptual framework

The theoretical framework of the study is created based on previous studies on sustainability
criteria of supplier evaluation and supplier relationship management. In addition, the impact
and motives of environmental and social sustainability are further explained and analyzed. The
study also reflects on specific nuances of sustainability in the food industry. Figure 2. illustrates

the framework of the thesis.

Sustainability

Social Environmental
sustainability sustainability

4 ™
Sustainability
criteria

v

Supplier
evaluation

Sustainable
supplier
relationship
management

—

Figure 2. Framework of the thesis



1.6 Key concepts

The key concepts of the study are presented below for a more pleasant reading experience. The

concepts are further discussed in chapter 2.

Sustainability
Sustainability is referred as the development that is able to meet the needs of the present without

compromising the ability of future generations to meet their needs. (Cassen 1987, 126)

Sustainable supply chain management

Sustainable supply chain management means integrating environmentally, socially and
economically viable practices throughout the supply chain. These practices can be implemented
from product design, product development to material selection (including extraction of raw
materials or agricultural production), manufacturing, packaging, transportation, storage,

distribution, consumption, return, and disposal. (Carter 2008, 367)

Supplier evaluation

Supplier evaluation is the process of evaluating and approving new suppliers through
quantitative and qualitative evaluation. It is also a process applied to existing suppliers to
measure and monitor their performance to reduce costs, reduce risk, and to promote continuous

improvement. (Gimenez & Tachizawa 2012, 540)

Triple bottom line
The triple bottom line is a concept created by John Elkington (1998, 39) that suggests that
organizations should measure their social and environmental impacts in addition to their

economic performance and not focus solely on the economic aspect of business.



1.7 Outline of the thesis

The thesis starts with the introduction chapter, where the background of the study and research
objectives are presented. After this, research questions are formed. The first chapter simply
seeks to present the framework for the study, while providing key concepts and outline of the
thesis. After introduction, a literature review is conducted. It studies sustainability and the triple
bottom line, supplier relationship management as well as supplier evaluation. After reviewing
the literature and theory, the thesis moves to the methodology of the empirical study. The study
is conducted for a case company operating in the Nordic food industry. The next chapter reveals
the results of the study. Lastly, the final chapter answers and discusses the research questions

and forms a conclusion.

+Backround

*Research objectives and questions
* Research methodology
« Limitations
Chapter 1: «Key consepts
Introduction

+Qutline of the thesis

~
+ Sustainability and the triple bottom line
+ Supplier relationship management
O L TS - Supplier evaluation
of literature and
theory J
~
+ Case study method
*Data collection and description of materials
*Data analysis
+ Reliability and validity
/

*Basic information

+ Current situation

+ Sustainability: weaknesses and strenghts
+ Viewpoints on certifications

+ Sustainability in supplier evaluation
*Future actions

+Discussion

+ Answering research questions

* Conclusion

« Implications, limitations

* Suggestions for further research

Figure 3. Outline of the thesis.



2 SUSTAINABILITY IN SUPPLIER EVALUATION

This part of the thesis consists of a comprehensive literature review. It introduces different
viewpoints and research regarding the triple bottom line, sustainability in supplier evaluation
and supplier relationship management. The chapter also maps out the environmental and social

criteria used in supplier evaluation.

2.1 Sustainability and the triple bottom line

The World Commission on Environment and Development (Cassen 1987, 126) has defined
sustainability as: “development that meets the needs of the present without compromising the
ability of future generations to meet their needs”. This definition has been supported by various
researchers. In example, Shrivastava (1995a, 955) defines sustainability as “the potential for
reducing long-term risks associated with resource depletion, fluctuations in energy costs,
product liabilities, pollution and waste management.” While this macroeconomic definition has
been widely adopted by organizations, it has proven to be difficult to operationalize.
Sustainability has usually been operationalized through the theory of triple bottom line, which
was created by John Elkington (1998, 37). The illustration of the triple bottom line is introduced

in figure 2.



Figure 4. The triple bottom line (Elkington 1998, 37; Carter 2008, 365).

The triple bottom line is a concept that considers all environmental, social and economic factors
simultaneously. On the contrary of traditional viewpoints, EIkington (1998, 39) determined that
an organizations success is not only dependent on its financial condition but actually on its
social and environmental welfare as well. Carter (2008, 370) agrees with Elkington (1998,39)
as he defines sustainability actions as social and environmental activities that fall in line at the
intersection with the economic bottom line. Taking all these three dimensions in count,
businesses are able to grasp sustainability. In order to culminate superior triple bottom line
performance, there is a need for innovative partnerships and business models in all economic,
environmental and social aspects of businesses. Thus, long-term, mutually beneficial

partnerships will be crucial in the transition towards sustainability. (Elkington 1998, 37-38)

Bocken et al. (2014, 42) state business models need to go through a transition towards a more

sustainable future, as current practices of corporate social responsibility and ecological
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efficiency are not adequate to drive the holistic changes needed to achieve long-term social and
environmental sustainability. These sustainable business models incorporate all three
dimensions of sustainability, and include all stakeholders’ interests, including environment and
society as key stakeholders. The needed change towards new sustainable business models is
done through business model innovation, which demands rethinking the sole purpose of the
company, as well as their logic for creating value. (Bocken et al. 2014, 43). Business model
innovation is ultimately about changing the way organizations do business and goes beyond
considering only products and processes. (Porter & Kramer 2011, 65) The key to a truly
sustainable business model is the ability to deliver solutions to fight unsustainability at its
source. It is not sustainable to create solution that compensate or offset the negative impacts

that are already created by business practices. (Bocken et al. 2014, 44)

2.2 Sustainability in supply chain management

While sustainability and superior triple bottom line performance are pursued by organizations,
there are various challenges introduced in research. From a supply chain point of view, Faruk
(2001, 37) stress that one of the main reasons for organizations to face challenges regarding
sustainability actions is the limited reach companies have. The line of sustainability usually
extends further from an organizations’ direct control. Organizations are thus vulnerable to
actions of their suppliers, as a supplier’s poor environmental management can undermine the

organizations high level of environmental performance. (Keating 2008, 175)

In addition to environmental factors, social issues of suppliers are often reflected towards the
buying firm. These can be factors such as labor conditions, human rights or product safety.
Hereby organizations have recognized the demand for strategies that extend further down the
supply chain, moving forward from traditional corporate governance processes. The most
notable result of this extension has been the ascent of corporate social responsibility aligned
purchasing strategies. (Keating 2008, 176) Lu (2007, 5451) also underlines that there will be
an increased number of products made from recyclable materials in the future, thus impelling
organizations to rethink their supply chain decision in the context of environmental
responsibilities. Organizations are implementing operations such as codes of conducts, supplier

evaluation processes as well as collaboration projects. These strategies have pressured suppliers
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to perform more responsible in order to keep existing partnerships as well as appearing more

desirable to new business partners. (Keating 2008, 177)

Gimenez & Tachizawa (2012, 540-541) identify two governance methods to improve suppliers’
sustainable attributes. These are supplier evaluation and supplier collaboration. They conclude
both seem to have a positive impact on environmental performance as well as corporate social
responsibility. However, research also indicates supplier evaluation is not sufficient on its own
— implicating it is beneficial for management to implement both concepts. Evaluating the
supplier’s performance and identifying necessary actions is one step, however, to have an
impact, organizations need to form collaborative relationships with their suppliers in order to
increase sustainability in their network. (Shrivastava 1995b, 955) A summary of sustainability

actions and benefits drawn from literature are introduced in Table 1.

Table 1. Benefits of engaging in sustainability actions.

Actions Benefits

Use of renewable energy, Lower operating costs (Mollenkopf et al. 2005, 171; Rosenau et al.
\Waste reduction (Mollenkopf et (1996, 163)
al. 2005, 171; Rosenau et al. 1996,Efficiency (Shrivastava 1995b, 960)

163) Reducing the amount of greenhouse gases, especially methane
Minimized produced from landfill sites (Shrivastava 1995b, 960)
packaging (Mollenkopf et al. Reducing energy consumption to handle and process packaging
2005, 171; Rosenau et al. 1996, |waste (Shrivastava 1995b, 955)

163)

IAnalysis of life-cycle
costs (Shrivastava 1995b, 955)

Implementation of 1ISO 14000 Cost reductions, shorter lead

standards times, better product quality (Shrivastava 1995b, 955)

(Hanson et al. 2004, Framework for environmental management systems (Hanson et al.
37; Montabon et al. 2000, 8) 2004, 37; Montabon et al. 2000, 6)

Providing a greener product Competitive advantage (Shrivastava 1995b, 955)
selection to a growing
ecologically aware consumer
segment (Shrivastava 1995b, 955)
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Innovative
and inimitable strategies (Shrivast
ava 1995b, 955)

Possibility to differentiate from competitors
Gain environmental leadership in the industry (Shrivastava 1995b,
955)

Social sustainability (Shrivastava
1995h, 955; Gimenez &
Tachizawa 2012, 541)

Good public relations (Shrivastava 1995b, 955)
Better corporate image (Shrivastava 1995b, 955)
Social presence in markets (Gimenez & Tachizawa 2012, 541)

Social legitimacy (Gimenez & Tachizawa 2012, 541)

Ecological sustainability as risk
management;

systematically addressing these lo
ng-term issues at an early

stage (Shrivastava 1995b, 955)

Reducing long-term risks related
to resource depletion, fluctuating costs, product liabilities, pollution

and waste management (Shrivastava 1995b, 955)

Improved ecological performance
(Shrivastava 1995b, 956)

Benefits the operating ecosystem and the environment
Might help to reduce health expenses in the community (for

example in case of industrial pollution) (Shrivastava 1995b, 956)

Safe warehousing, sustainable
transportation practices (Brown,
1996, 159)

Better working conditions Carter
et al. 2007, 143).

Reduced health and safety costs (Brown, 1996, 159)
Lower recruitment and labor turnover costs (Carter et al. 2007,
143)

Increase motivation and productivity and reduce the absenteeism of
supply chain personnel (Holmes et al. 1996, 36)

Forming sustainable processes
through strategy (Gimenez &
Tachizawa 2012, 540-541).
Introducing codes of

conduct (Carter & Dresner 2001,
26)

Proactively shaping future
regulation (Shrivastava 1995b,
055)

Companies that proactively address environmental and social
concerns can influence government regulation when this regulation
is modeled after a company’s existing production and supply chain
processes, leading to a difficult-to-replicate competitive advantage
for companies and their suppliers (Carter & Dresner, 2001, 27;
Gimenez & Tachizawa 2012, 540-541).

The ability to design for reuse and

disassembly (Christmann 2000,

Cost reductions

(Christmann, 2000; Hart, 1995; Shrivastava, 1995a, 184)
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665; Hart 1995, 989; Shrivastava
1995a, 188)

Enhanced reputation through Can make an organization more attractive to suppliers and

sustainability actions (Ellen et al. |customers (Ellen et al. 2006, 150), to potential employees and to
2006, 149) shareholders (Klassen and McLaughlin 1996, 1212).

Ecological efficiency can be a source of cost reductions. By applying sustainable actions such
as the use of renewable energy, waste reduction, minimized packaging and over all analysis on
life-cycle cost companies are able to drive their operation costs down. (Mollenkopf et al. 2005,
186; Rosenau et al. 1996, 163) Nowadays there is a clear demand for ecological products, which
gives organizations opportunities to use sustainability as a source of competitive edge against
their competitors. A continuously growing segment of consumers respond to green products
that use eco-friendly packaging and provided by organizations that promote sustainable actions.
(Shrivastava 1995b, 955) As we are at an early stage in corporate environmentalism globally
there is business opportunities to be seized as well as the opportunity to create unique
environmental strategies. By creating new approaches and innovative solutions organizations
can become industry leaders and trendsetters. (Hanson et al. 2004, 31; Montabon et al. 2000, 5-
6) These strategies also help the organizations to get ahead of the curve of regulations by giving
them the opportunity to have a say in legal issues. (Carter & Dresner 2001, 14; Gimenez &
Tachizawa 2012, 540-541). Ecological sustainability is likely to positively influence public
relations and furthermore polish the corporate image. Social engagement with societies helps
to form a presence in the market and furthermore helps to gain social credibility. (Ellen et al.
2006, 149)

Sustainability actions can also be a form of risk management for companies. As organizations
are more aware of their resources, energy usage, product liabilities, waste management and
pollution levels, they can mitigate risks by managing these long-term issues. (Shrivastava
1995b, 955-956) By improving ecological performance companies positively impact their
operating environment, as their operations are less likely to pollute and negatively impact the
surrounding ecosystem. However, the transition to seizing these sustainability opportunities
doesn’t come without costs. In order to grasp the potential benefits companies, they need to
invest in new resources, such as technology, labor, and machinery. Organizational sustainability

demands new processes and systems to be obtained. (Gimenez & Tachizawa 2012, 540-541)
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Bocken et al. (2014, 43) emphasize the importance of holistic approach in order to safeguard a
more sustainable future, meaning that environmental challenges need to be considered in
parallel with economic and social challenges. It is clear, that in the next years, companies need
to pay more and more attention to consumer’s needs related to information about the ethicality
of the products as the consumer base becomes more aware of the social issues. (Bradu et al.
2013, 284) Sadly, these efforts are not yet proven to be as effective in driving the prices up, as
Karjalainen and Moxham (2012, 273) describe that consumers are not willing to pay much extra
for fair trade or more sustainable product, this can mean products with a lower carbon footprint,
that are domestically produced or recycled. However, Bradu et al. (2013, 287) concluded in
their study, that nowadays consumers are more willing to buy products which have a label of

traceability.

2.3 Supplier relationship management

Due to recent changes in product life cycles, volatile customer demand, rapid technology
innovation and the increased complexity of services and products, it has become vital for
organizations to manage their supply chains. This has resulted for organizations to seek
competitive advantage in supply chain management, using it as a strategic tool. Supply chain
management can ultimately mitigate risks and helps to optimize inventory, while having a
positive effect on the overall quality of products. (Porter & Kramer 2011, 66) Outsourcing non-
core competencies has become an increasing trend in many fields. Buying companies find
themselves more dependent on suppliers, as they are no longer in full control over their
operations. This means there is room for errors in security, innovativeness as well as
sustainability of their entire supply chain. Organizations aim for reduced costs, while
simultaneously seeking competitive advantage over their competitors. According to Carter
(2008, 386) this can be done by managing suppliers, and developing those relationships.

Supplier relationship management (SRM) has been defined by many researchers over the years.

In example, Hughes (2008, 23) has defined SRM by three characteristics.

1. Asystematic process conducted throughout the whole enterprise, where suppliers' assets
and capabilities are evaluated in respect to the company business strategy

2. Determining in which activities to engage with specific suppliers
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3. Precise planning and implementation of selected interactions with all suppliers in order

to maximize the value achieved through these interactions.

Lambert & Schwieterman (2012, 337) follow the same definition as Hughes (2008). Lambert
& Schwieterman (2012, 337) agree, SRM is a way to attain value for both entities in buyer-
seller relationships. Supplier relationships management can be used as a clear structure for the
management to control their relationships with their suppliers, ultimately leading to better
overall performance. However, the increased performance should not be the primary goal.
Diverging from this, Park et al. (2010, 496) suggests that SRM is a strategy to work with

suppliers in order to create new innovations and thus, efficiency.

Park et al. (2010, 496) introduced an integrated SRM system to provide knowledge for
managers regarding different departments and their work. Using this knowledge managers are
able to better understand the mutual influence of each department an additionally use this
knowledge to increase performance. In the study conducted by Park et al. (2010, 496) the SRM
system includes shaping strategies for purchasing, selection of suppliers, collaboration on
innovation of products, supplier evaluations and development of these selected suppliers. The
SRM system is continuously improved by a feedback cycle. (Park et al. 2010, 496-497) The

process is illustrated in Figure 5.
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Figure 5. Supplier relationship management system (Park et al. 2010, 496-497)

To support the view of Park et al. (2010) it is important to see what kind of actions these steps
can withhold. Trent (2005, 55-56) names a list of SRM related activities:

e Designating managers for relationships, including the managers for key supplier
relationships

e Providing up-to-date and complete feedback on supplier’s performance

o A formal assessment of the supplier's perception of the buyer as a customer

e Meeting with suppliers to understand their relationship expectations and encouraging
suppliers to take part in the executive buyer-supplier council

e Adopting trust-building functions

e Supporting collaborative cost management models
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e Providing resources to improve supplier performance

e Incorporating suppliers' suggestions for improvement in sharing savings together
e Involving suppliers in product design and development

e Implementation of SRM information systems

e Inviting suppliers to participate in workshops

e Develop long-term contracts that offer mutual value

Supplier relationship management is generally defined as a strategy or a process for creating
value using cross-functional and process-oriented methods in buyer-seller relationships.
Seuring & Mueller (2008, 1700-1701) see SRM as a way for organizations to grasp superior
financial performance and competitive advantage. According to Hughes (2008, 24) supplier
relationship management is a way for organizations to provide a clear structure on how to
manage supplier relationships. As it has been shown, good management increases the
organizations performance and thus efficient supplier relationship management will contribute
to this. To give examples of the main reasons for SRM, Lambert & Schwieterman (2012, 337)
bring up increased competition, risks due to increased awareness of sustainability, the aim for
cost-efficiency in order to compete and seeking for closer relationships with selected key

suppliers.

Buyer-supplier relations are in a key role when it comes to addressing environmental issues,
states Lu (2007, 5452). Cooper (1997, 76) stresses, that by engaging in a cyclical process with
suppliers, mutual trust can be formed. This cycle means forming commitments, following
through with promises, clear communication, presenting results and repeating the process all
over again. The more often the cycles are completed and thus repeated, the more it increases
the commitment and deepens the level of trust among the two parties. Information sharing and
increased trust will ultimately result in greater partnership. (Cooper 1997, 78) From the
viewpoint of product quality, Dwyer, Schurr & Oh (1987, 13) presented their view that SRM is
a way to achieve quality in the supply chain. It has become necessary to establish stable
relationships between buyers and suppliers and thus strive to work beyond the boundaries of
the organization. For the relationship to be beneficial for both parties, there needs to be mutual
willingness to sacrifice short-term profits while working together towards common, pre-set
goals. This view is supported by Lamming and Hampson (1996, 48), as they add that there

needs to be investments made for long-term commitment. These investments further help to
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align buyers’ goals with their suppliers, thus resulting in better overall quality and increased
profits. Lamming and Hampson (1996, 48) view has been since supported by other authors, as
Porter & Kramer (2011, 65) also endorse a shared value approach. Furthermore, Porter &
Kramer (2011, 65) recommend strengthening the local network of suppliers and improving their
operations. Using a shared value approach delivers more value by enabling sustainable
development and increased product quality. Thus, all entities involved are exposed to growing

revenue and profits.

There is an increasing trend of buyers being keen on finding innovativeness among supplier
instead of focusing just on operational performance. Innovation potential can result in potential
value for buyers’ customers. (Inemek & Matthyssens 2013, 580) Azedegan (2011, 49) supports
this view by emphasizing that buying companies can leverage suppliers for direct and indirect
benefits. Innovativeness helps to develop new processes and technology that have an impact on
the products supplied to the buying company. This view is also endorsed by Cox (2004, 351-
352). According to Cox (2004, 351-352) forming proactive long-term relationships between a
buyer and a supplier that results in new innovations, good functionality and sensible cost, is
most likely to be the most profitable for the buyer. Additionally, Herrman & Hogson (2001, 2)
add innovative suppliers are more efficient in supplying to the demand of the buying company,
as they are able to develop alternative solution more quickly. It can be argued that supplier
relationships provide a dynamic resource for the acquisition of new capabilities. Thus, many
suppliers can offer expertise, which is one of the reasons to engage in close, cross-functional
relationships with selected key suppliers. To cooperatively create value, Lambert &
Schwieterman (2012, 337-338) suggest companies should use their expertise and be willing to
invest and into the supplier relationship. Companies that are proactively upgrading their
capabilities through learning and process adaptation while engaging in interactive supplier
relationships are therefore grasping opportunities to enhance their innovativeness in their value
chain. (Inemek & Matthyssens 2013, 581)

Mol (2007, 10) also supports the view of a collaborative relationship in which the buyer and
supplier make dedicated investments in the relationship. This can be, for example, specific
adjustments to processes or the provision of additional information. In a study conducted by,
Inemek & Matthyssens (2013, 591), the authors found that cooperative product development
between an international buyer and a local supplier relates positively to supplier innovativeness.

It is clear, that in addition to the flow of materials, the flow of ideas increases the
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innovativeness. Thus, buyers should consider working with a smaller number of suppliers to be
able to deepen the relationships. (Ro, Liker & Fixon 2007, 363) With selected key suppliers,
the buying company should be able to share information more easily and consequently

cooperate in new product design and process coordination. (Mol 2007, 18)

However, it is important to consider that the relationship between buyers and suppliers are not
always designed to be long-term or cooperative. In example, when the buying company buys
in bulk, the supplier relationship is often different than with suppliers that provide more defined
products. Bulk buying usually consists of short-term relationships, as the buying company’s
buying decision is influenced by the best price-quality ratio. (Cox 2004, 351-352) Cox (2004,
351-352) also mentions that in this case, the pressure of constant development and new
innovations falls solely on the suppliers, as the buyer is able to test the market without any
restrictions. Usually, the buyer only gives certain specifications to the supplier, such as the basic

requirements for product and the quantity.

As mentioned, there are various benefits in engaging SRM activities. However, in order to
succeed, there needs to be a clear methodology. While SRM provides the structure for supplier
relationships, it also provides guidelines how the relationships are managed and further
developed. Supplier relationship management is also involved in the product and service
agreements. (Lambert & Schwieterman 2012, 349-350) The advantage of SRM is that it is able
approach the supply chain link-to-link and relationship-to-relationship, examining each
individual relationship. Additionally, SRM studies the relationships financial performance and
impact on the organization. As is suggested by Lambert & Schwieterman (2012, 349-350) it is
very necessary for organizations to be able to measure their supplier's performance on aspect
such as cumulative revenue, overall costs and investments and link it to the supplier relationship
management functions. This knowledge can improve the organizations’ ability manage their
supply chain as well as provide tools for improving it. Additionally, when done properly, SRM
allows the buyer and supplier to negotiate mutually beneficial agreements that keep all parties

motivated.
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2.3.1 Supplier relationships

It can be argued that the purchasing function is the core of supply chain management. Gimenez
& Tachizawa (2012, 542) stress, that in order to supply chain management to be successful, the
purchasing functions need to be carefully reviewed. When considering sustainable supply chain
strategy, Ahtonen & Virolainen (2009, 268) state supplier relationships play a key role.
Supporting the view of Carter (2008, 386) and Porter & Kramer (2011, 66), Gimenez &
Tachizawa (2012, 542) state outsourcing of non-core competencies has increased the share of
outsourcing in the total costs of many organizations, allowing companies to focus more on their
relationships with their suppliers. This has ultimately affected the willingness of many
companies to focus more effort and resources on their supplier relationship management
systems. Lintukangas, Kéhkonen & Hallikas (2019, 8) see the value in this, as they explain the
exploitation of supply chain strategies enable companies to grasp sustainability in their

operations.

In a relationship, there needs to at least two parties involved. The parties exchange value which
can consist of attributes such as services, products and knowledge. (Walter 2001, 365) Stuart
(1997, 556) explains the exchange usually requires mutual goals and trust. Long-term alliances
with suppliers can maximize the probability of business success and provide benefits for both
parties involved through collaborative approach. (Stuart 1997, 557) In supplier relationships
both parties find it worth-while to exchange monetary value to other value e.g., a long-term
relationship and products. These relationships can take many forms in business context.
(Cooper 1997, 78) There is an increased need of making management level decision which
define the true nature of supplier relationships. Companies are making decisions whether to
adopt collaborative partnerships instead of transactional relationships, says Gallear (2015,
6456). These partnerships are adopted to create mutual value for each party involved (Lemke
2003, 14).

In today’s volatile market, the evolution for strategic partners and collaboration efforts has
become inevitable for organizations. Companies are transforming their supplier relationships

more collaborate and reciprocal, thus, demanding new skills and capabilities from suppliers.
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This transition has made it more complex for buyers to select the right type of suppliers as they

need to consider their capabilities on a broader scale. (Govindan et al. 2015, 66)

2.3.2 Supplier development

Krause & Ellram (1997, 21) define supplier development as any activity that a purchasing firm
performs to improve their suppliers’ performance. On the other hand, Khan and Nicholson
(2014, 1216) consider supplier development as a planned measure to improve the short- or long-
term performance of suppliers. Although Krause & Ellram (1997, 21) agree with Khan and
Nicholson (2014, 1216), they emphasize that supplier development can also a help supplier to
meet the buyers supply needs. The view of Krause & Ellram (1997, 21) has also been adopted
by other authors, in example, Li, Humphreys, Yeung & Cheng (2012, 354). Li et al. (2012, 354)
describe supplier development as the following: “effort of the buying firm with a supplier to
increase the performance and/or capabilities of the supplier and to meet the buying firm's short
and/or long-term supply needs.” Another view of supplier development is offered by Cox
(2004, 351). Cox (2004, 351) defines supplier development as a buyers’ leverage over the
supplier. The leverage needs to be acknowledged by both the buyer and the supplier, and

thereby it should be seen as a decision factor in sourcing.

In a study conducted by Krause, Handfield & Scannell (1998, 39) they describe the
development of suppliers as predictable measures of the purchasing firm that primarily seek to
identify, measure, and improve supplier performance. Following a study by Krause & Ellram
(1997), Krause et al. (1998, 54) found in a new study that there is one significant difference in
the development of suppliers in organizations. Krause et al. (1998, 54) argue that supplier
development can be used as either a strategic or a reactive tool. The main difference between
the two is a strategic tool for gaining a competitive advantage, while a reactive approach means
focusing more on the poor performance of the supplier (Krause et al. 1998, 54). Ultimately, the
goal is to ensure that suppliers act accordingly and offer competitive products and services.
(Krause et al. 1998, 54) It should be noted, however, that even tough organizations are engaged
in supplier development, not all efforts are effective or successful. In many cases, suppliers do

not report continuous development, leading to a decrease in suppliers ’share of the business.
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In a study by Lai, Cheng & Yeung (2005, 399), they found that the development of suppliers,
which focuses on both people and capital, has shown increased motivation among suppliers,
which has affected the continuity of supplier relationships. While agreeing with Lai et al. (2005,
399) Wagner (2006, 560) argues that the development of a relational supplier can be seen as an
act of the purchasing firm to invest in a particular supplier. This commitment can vary from
many characteristics, the most common being the invested time, capital, or other resources.
Together with Lai et al. (2005) Wagner (2006, 565) has divided relationship-focused supplier
development into two different dimensions: capital and human. The capital dimensions include
resources such as financial support, which is more common in smaller companies. The human
dimension includes all resources that require real human action, such as counseling, process

support or information sharing.

Krause & Ellram (1997, 22) argue, that when it comes to organizations that are aiming for good
quality products while cutting down costs in order to stay on top of competition, supplier
development should be acknowledged and explored. It plays an especially important role in
organizations that move their production to countries where the supplier’s performance doesn’t
hold up to expected standards. As mentioned earlier, while many organizations concentrate on
their core competencies, suppliers have a big role in delivering products of expected quality

standards while promoting competitive advantage. (Krause & Ellram 1997, 23)

Krause & Ellram (1997, 30) argue, one of the key points to consider when buying firms take
the initiative to perform supplier development, is that the main focus should be on the
relationship between buyers and suppliers. The buying company should invest into the
relationship and aim for a long-term relationship, rather than focusing on the short-term. The
key to successful supplier development is good communication, top management involvement
and the willingness to collaborate, state Krause & Ellram (1997, 30) Dowlatshahi (2000, 128)
reminds supplier development and relationship management both require a significant number
of resources in addition to joint efforts. Thereby it can become costly. To effectively manage
the supplier relationships, suppliers should be limited to only those who are able to bring
competitive advantage for the buying company. This is why organizations should consider
carefully, which suppliers to focus on. By limiting the number of suppliers, the suppliers can

engage in various activities, such as process and product design. (Dowlatshahi 2000, 128)
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2.4 Supplier evaluation

As Bradu et al. (2013, 283-284) state, companies have expanded their operations to new
locations due to globalization. This is usually done in with the intention of acquiring raw
materials and labor at a lower cost. Global food and agricultural supply chains can be described
as complex; thus, they require a lot of effort to monitor and measure. This creates various
challenges and expenses to companies. (Lalwani, Nunes, Chicksand & Boojihawon 2018, 3986)
Even though there are a lot of effort and expenses required to monitor the supply chains, it is
becoming a necessity for companies, as stakeholders are becoming more aware of social issues
(Freeman 2005, 233). The sourcing from global supply chain forces companies to pay more
attention to the ethicality of the products, as consumers are becoming more demanding and
aware of latent issues in the supply chains. (Bradu et al. 2013, 284) The main objectives for
supplier evaluation are to reduce risks in supply chains and to establish long-term relationships
with suppliers (Winter 2016, 179).

Even though supplier evaluation usually consists of a clear framework of assessment and
criteria, these often lack the viewpoint of sustainability. In addition to traditional approach,
organizations are focusing more on sustainability issues related to supplier evaluation and
selection. (Lasch 2016, 178) Sustainability can be divided into three dimensions; economic,
environmental and social. Carter & Rogers (2008, 361) argue the term sustainability can be
linked to these themes. Social, environmental and economic dimensions all reflect the
responsibilities of an organization’s actions. As a term, sustainability has been adopted rapidly
by various organizations. It is most commonly linked to discipline such as management and
operations. (Sarkis 2015, 178-179; Carter & Rogers 2008, 361) Carter & Rogers (2008, 386)
concluded supplier evaluation and collaboration efforts have a positive impact on an
organization's environmental performance. Thus, effective supplier evaluation should measure
each aspect of the triple bottom line: financial performance, environmental impacts and social
responsibilities (Blylkdzkan 2013, 3939-3940).
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Suppliers have a major role in creating sustainable supply chains. (Winter 2016, 175) According
to Pagell, (2009, 38) sustainable supply chains are described to be chains that govern
environmental, economic and social impacts of their network while ensuring long-term
profitability and value creation. Sustainable supply chains also ensure the survival of the
companies in the network. Burrit (2014, 327-328) agrees that sustainable supply chains are
mutually beneficial for all entities, providing profitability and continuity. From a risk mitigation
point of view, Carter (2008, 366) defines the management of supply chain as the ability to
simultaneously understand and manage environmental, social and economic risks of an
organization. Lu (2007, 5451) mentions the concept of green supply chain, which consists of a
variety of methods used to help su pplier improve their environmental performance. The two

primary goals presented by Lu (2007, 5451) are:

“(1) consistently meeting specified environmental performance criteria among the participant
s in the supply chain and promoting responsible corporate environmental behavior among all

the players in the chain of products and services, and

(2) helping suppliers to recognize the importance of resolving environmental issues and supp

ort them in installing their own improvement initiatives. ”

Shrivastava (1995b, 956) states the gradual change towards more sustainable future will
require a comprehensive value reorientation of society and organizations. Instead of the current
state of economic rationality, we need to move towards a broader concept of ecological

rationality to ensure long-term survival of the earth.

Lalwani, Nunes, Chicksand & Boojihawon (2018, 3989-3990) state that for example the
agriculture industry is known for using supplier code of conducts. In order to code of conduct
to be met by suppliers, the standards should be formed only based on previous data collected
from supplier evaluation. Handfield (2002, 70) reminds it should be noted that when
environmental aspects are incorporated into purchasing, the process undergoes major
alterations. These alterations may result in more complicated purchasing processes, as in
addition to for example lead-time, cost and quality there is now the social and environmental
responsibilities to be considered. Handfield (2002, 70) states there is a growing need for green
purchasing to meet the environmental needs of organizations. Thus, there should be a clear

decision-making sustainability framework in the purchasing process.
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Gimenez & Tachizawa (2012, 541) identify two types of enablers for sustainability: internal
and external. Internal enablers are things such as top management support, resources and the
organizations commitment to environmental actions. External enablers on the other hand
are factors like trust in the buyer-supplier relationship, as well as the overall clarity
of sustainability objectives. Xu (2013, 908) reminds it is beneficial for organizations to
consider social, ethical and economic decisions in contemporary supply chains, as there is rising
importance of global interdependence. Handfield (2002, 78) emphasizes that there is an
importance in capturing relative information from the viewpoint of the buying company’s
environmental strategic priorities. Meaning, if a company’s strategy emphasizes circular
economy actions, their purchasing policy should reflect this. Handfield (2002, 78) also
concluded, that some sustainability attributes are more easily assessed than others, however
there is a difference whether those attributes are the most important ones to evaluate in supplier

evaluation.

Xu (2013, 908) analyzed the importance of seven sustainability criteria in selecting the right
suppliers to support corporate social responsibility. The seven criteria include: human rights,
pollution, long working hours, work environment safety, child labor, female gender labor and
legal responsibility. (Xu 2013, 908) Incorporating sustainability goals and values can act as a
persuasive measure for company members to perform better in their daily tasks. Meaning
people are more engaged to pursuing substantial, rational goals opposed to more rational and
economic goals. (Shrivastava 1995b, 956) Carter (2008, 370) however notes that there are
challenges in implementing environmental and social initiatives. Some of these will of course
fail, as other initiatives related to, in example product development, do as well. The key is to
be resilient in these situations and to move forward from failures into developing new

workarounds.

2.4.1 Sustainability criteria in supplier evaluation

According to Bai (2010, 254) environmental criteria defines the company’s ability to perform
environmentally friendly. Kannan, Govindan & Rajendran (2015, 198) argue the environmental
evaluation criteria focus on promoting a green supply chain and work towards eliminating

negative effects of the supply chain while improving the overall sustainability of the company
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and its suppliers. Environmental criteria are divided to environmental practices and
environmental performance. Social sustainability can be defined as serving both internal and
external stakeholder needs reflected by the categories internal social criteria and external social
criteria. (Bai 2010, 254-255; Dou 2010, 573-577)

The most common social and environmental criteria applied from selected literature is
presented in tables 2 and 3. (Bai 2010, 254-255; Dou 2010, 573-577; Winter 2016, 175; Xu

2013, 908)

Table 2. Environmental criteria.

Categories Factors Sub-factors

Environmental practices Pollution control Remediation

End-of-pipe control

Pollution prevention Product adaptation

Process adaptation

Environmental Establishment

management system of environmental commitment and policy

Identification of environmental aspects

Planning of environmental objectives

Assignment of environmental responsibility

Checking and evaluation of environmental activities

Environmental Resource consumption Energy consumption

performance - -
Raw material consumption

\Water consumption

Pollution production Production of polluting agents

Production of toxic products

\Waste production

Environmental practices are divided into three factors, pollution control, pollution prevention

and environmental management system. These practices include procedures that control and
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prevent pollution by end-of pipe control, new product design and processes, being committed

to environmental policies as well as identifying and planning environmental objectives.

Environmental performance includes resource consumption and pollution production, which

focus on consumption levels and the actual production of un-environmental material.

Table 3. Social criteria

Categories

Factors

Sub-factors

Internal social criteria

Employment practices

Disciplinary and security practices

Employee contracts

Equity labor sources

Diversity

Discrimination

Flexible working arrangements

Job opportunities

Employment compensation

Research and development

Career development

Health and safety

Health and safety incidents

Health and safety practices

External social criteria

Local communities influence

Health

Education

Housing

Service infrastructure

Mobility infrastructure

Regulatory and public services

Supporting educational institutions

Sensory stimuli

Security

Cultural properties

Economic welfare and growth

Social cohesion

Social pathologies
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Grants and donations

Supporting community projects

Contractual stakeholders influence |Procurement standard

Partnership screens and standards

Consumer education

Other stakeholders influence Decision influence potential

Stakeholder empowerment

Collective audience

Selected audience

Stakeholder engagement

Internal social criteria are divided to employment practices and health and safety. Employment
practices focus on themes such as security, employee contracts, diversity in the workplace,
discrimination, fair compensation and so on. Health and safety criteria take into account
incidents and safety practices. External social criteria affiliate to influence in local communities,
contractual and other stakeholder influence. The influence in local communities include criteria
related to overall wellbeing, education, housing, security of stakeholders, as well as supporting
the local communities and educational institutions. From a contractual point of view, criteria
focus on procurement standards, consumer education as well as standards for partnerships.
Other influence companies can have over stakeholders are decision influence, stakeholder

engagement, selected audience...
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3 METHODOLOGY

This chapter introduces the methodology used for the study. It explains case study method and
qualitative research. Data collection and material description are presented. The chapter then

moves to explain how the data is analyzed and discusses the reliability and validity of the study.

3.1 Case study method

The research method used in the empirical study is a case study method. Case study method
has been defined as a powerful research method in the development of new theory, state VVoss,
Tsikriktsis & Frohlich (2002, 196). A study based on case method can provide new and creative
insight to the research question at hand, as well as help to develop new theory. (Voss et al. 2002,
195) It has been recognized that the case study method is particularly good providing answers
for “how” and “why” questions (Voss et al. 2002, 199). Thus, case method studies can have a
great impact (Voss et al. 2002, 195). There has been various new theories and business models
created through case research, such as the lean manufacturing method. (Voss et al. 2002, 195)
However, there are also challenges in conducting case research. It is often time consuming and
in order to succeed, case method demands skilled interviewers as well as a focus in forming

general conclusions about the results. (Voss et al. 2002, 195)

Case research process starts with the creation of research framework and questions. When
creating research, the researcher should have a view of the general pieces of the study (study
objectives) and the relationship between those objectives. Therefore, a general framework of
the concept is needed. The purpose of this framework is to explain the main things which are
the subject of research as well as the presumed relationships. (Voss et al. 2002, 199) It is also
important to form an understanding of the theory used in the study. (Stuart, McCutcheon,
Handfield, McLachlin & Samson 2002, 420) After constructing the framework, the tentative
research questions are formed. The research questions help guide the data collection. (Voss et
al. 2002, 199)

As the research questions are tentative, there is a possibility for movement and evolvement in

the research as it goes further, meaning it is not uncommon for the research questions to be
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modified, developed or eliminated as the research goes on. (Voss et al. 2002, 201) After this,
comes case selection. As the research question(s) are formed, the case-based researcher moves
forward to develop the proper measurement instruments for data collection. (Stuart et al. 2002,
425) In most case studies, the primary source of data are structured interviews, supported with
unstructured interviews and/or other interactions. Other data can be sourced from personal
observations, conversations, meetings etcetera. (\Voss et al. 2002, 204) It is important to form
a specific protocol to conduct the interviews, so that it helps to outline the subjects, states the
questions and indicates the required data. (Stuart et al. 2002, 425) When designing the
appropriate research protocol, the trade-off between efficiency and richness of data should be
considered, meaning the researcher should always consider the correct number and value of the
interviewees. (Voss et al. 2002, 205)

Formulation of research questions

Research instrument development

Gathering of data

Data Analysis

Dissemitating the research findings

Figure 6. Research process model (Stuart et al. 2002, 420)
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Quialitative research is characterized by its versatility and complexity. A qualitative research
method often provides in-depth information that is poorly generalizable. (Alasuutari 1999, 82-
85) Qualitative research is used to provide detailed information from a specific topic, helping
to gain a comprehensive view and a deeper understanding of the object of research. (Thomas
2011, 152) Thus, choosing qualitative research method over a quantitative one can offer specific
answers to a specific context whereas in quantitative research attention is spread wider by
gathering a vast amount of information in order to build generalizable numeric results.
(Holliday 2016, 2-6) This actively demonstrates that quantitative research conducted for sample
groups often lead to findings or conclusions that can be extended to apply to other groups as
well. On the contrary, qualitative research is not interested in generating results that are
generalizable, but in fact seeks to explore a specific subject more deeply to gain further
knowledge. (Thomas 2011, 152-153)

As qualitative research is always a version of its own subject and can never be fully trusted,
thus, it does not provide completely objective and absolute information, even if one would
prefer so. Conclusions can be drawn from the results obtained by researchers, but the results
are always contextual. The results are always somewhat related to time and place of the research
and strongly linked to the researcher. The reliability of qualitative research is more difficult to
assess than the reliability of quantitative research, as it has more room for human errors. (Eskola
& Suoranta 2000, 211-112) Additionally, Krefting (1991, 218) argues “A qualitative study is
considered credible when it presents an accurate description or interpretation of human

experience that people who also share the same experience would immediately recognize.”

The author opted for qualitative research instead of quantitative, as qualitative research offered
the opportunity to study the subject in a specific framework with limitations, providing detailed
information and the opportunity to interpret the results freely without the issue of
generalization. It also allowed the interviewees to answer questions freely, by giving the
opportunity to share their personal knowledge and experiences without restrictions. However,
Alasuutari (1999, 145) states, the analysis and interpretation of qualitative material is not
limited to one or two perspectives on what the material tells us. This actively demonstrates that
the collected data is open to interpterion of the reader and thus, is not very generalizable to any
other cases. Notwithstanding, qualitative research method better served the goal of the case

company, as they wanted precise information about the theme (sustainability factors in relation
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with suppliers) and aimed to further analyze and develop the results internally, focusing on

industry and business specific viewpoints.

3.2 Data collection and material description

Data collection is done with semi-structured thematic interview. Galletta & Cross (2014, 23)
state a semi-structured interview is an efficient way of discussing specific pre-planned topics
related to the phenomena of interest while allowing the interviewees to add their own views
and opinions as well. A semi-structured interview can be formed in various ways and it allows
versatility. In example, the questions can vary from open-ended questions to theory driven
questions, grouped into different segments. Thus, a semi-structured approach allows
researchers to combine practical experience and theory-based variables. (Galletta & Cross
2014, 23)

The data usually consists of written and taped records of the interviews, as well as company
documents, when conducting case-based research. (Stuart et al. 2002, 427) Therefore, one-to-
one interviews are the main data collection method for this case study. Interviews were selected
as the main data, since the author found it the most efficient method to collect in-depth
information about the case company. Koskinen, Alasuutari & Peltonen (2005, 157) describe
interviews as a common way to collect qualitative data, providing insight to the interviewee’s

thoughts.

The selected interviewees work either in procurement or sustainability function of the company.
Each purchasing manager has their own product category which they are responsible for. A list
of interviewees is presented in table 4. The interviews took place in December 2020. Because
of the global pandemic (covid-19) and safety regulations set by the Finnish government, the

interviews were conducted online via Microsoft Teams. There were five interviews in total.

The interview questions were carefully structured by the author to provide an overview of the
current supplier evaluation state of the case company as well as providing information about
the incentives and motives for sustainability. The interview questions remained nearly the same
for every interviewee, with a few modifications depending on the persons role in the

organization. The interviews were thus flexible and allowed the conversation to flow within the
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pre-set framework of themes. The researcher tried to remain neutral and avoided steering the
conversation. Interviews were held in time windows of approximately one to one and a half
hours. Every interview was recorded with the permission of the interviewee, in order for the
author to be able to come back to the conversations and to quote the interviewees. The interview

questions are presented in appendix 1.

Table 4. List of interviewees

Interviewee Position in the case company
A Head of Procurement

B Procurement Manager

C Procurement Manager

D Director of Sustainability

E Procurement Specialist

In addition to the data collected from the interviews, this study aims to gain validity and
reliability by using secondary data provided by the case company. Secondary data consists of
pre-existing data, such as documents of the sourcing policy and the former supplier evaluation
form. All the secondary data were also provided by the case company itself. A list of secondary

data used is illustrated in table 5.

Table 5. List of secondary data

Data Format
Company sourcing policy Pdf document
Results of the supplier evaluation PowerPoint document

conducted in 2019

Supplier evaluation form Excel document
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3.3 Data analysis

Appropriate research methods are essential to ensure the high quality of qualitative research, it
should also describe the process for selecting appropriate analytical methods, taking into
account the extent to which they help answer the research question or questions and are
compatible for ontology, epistemology, and philosophical assumption methods that support the
overall design of the study. (Fade & Swift 2011, 108) An important part of the data for case-
based studies come from analyzing and interpreting what the interviewees are trying to say.
However, it is usually challenging to point out what has been learned and how to present the
findings. (Stuart et al. 2002, 427) In result, case-based approaches are thus often criticized.
(Stuart et al. 2002, 428) According to Fade & Swift (2011, 107) although much of the analysis
performed in qualitative research falls within the broad scope of thematic analysis, the broad
scope of qualitative research provides the researcher with many viable alternatives to data
analysis techniques. While some qualitative researchers advocate analyzing interview data
directly from recordings, they are usually transcribed to produce written text to use in analysis.
However, this transformation of speech into written text inevitably involves issues of accuracy,
fidelity, and interpretation. (Fade & Swift 2011, 108)

Data can be transcribed at different levels, meaning the accuracy of transcripts. The decision
about approach should be guided by the research questions and theoretical frame that supports
the research. To give an example, when simple factual information related to a research question
is required, information that is not directly related may be omitted. (Stuart et al. 2002, 429)

There are two ways to address the important role of the researcher during data analysis: a literal
or an interpretive approach. A literal reading of the material requires the researcher to
distinguish personal prejudices during the analysis. Qualitative researchers can also use
reflexivity to facilitate a more interpretive reading of qualitative data...” Reflexivity refers to
the process by which a researcher recognizes and reflects on his or her role in the research
process.” state Fade & Swift (2011, 108) In this context, it can be used as a tool to allow the
researcher to formally acknowledge its impact on data analysis so that it can be presented

clearly when the research is written.

The steps of data analyzing in this study were the following:
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Data collection through interviews

Collection of secondary data through email

Transcribing interviews in word

Organizing the interview answers by themes from each interviewee with excel
Familiarizing with secondary data

Forming summaries from each theme of questions

N oo g s~ w DB

Combining final summaries and secondary data to discussion

3.4 Reliability and validity of the study

Eskola & Suoranta (2000, 209) state that qualitative research is dependable on the researcher,
as the reliability of the study must be measured through the process. Ultimately, reliability can

be simplified into one question:

If the study was conducted twice under same conditions, would the results be similar?

This contributes to the fact that when studying the same case twice, the same results are given
both times. (Thomas 2011, 153) However, Stuart et al. (2002, 430) argue one common criticism
case studies face is the small sample size in research, affecting the generalization of the results.
However, using multiple sources of data can strengthen the validity as well as the reliability of
the study, states Yin (2003, 15). The generalization of results is often difficult, from which the
reliability suffers. As mentioned, the reliability of a study can be considered good if the results
are not random. Low reliability can be due to, for example, an incorrect measuring instrument
or a misinterpretation. For example, in an interview survey, the respondent may understand the
question differently than it is intended, answer dishonestly, or remember something incorrectly.
(Thomas 2011, 154; Holliday 2016, 7) The interviewer may also record the answer incorrectly.
While research should always be as reliable as possible, lack of reliability does not necessarily
hamper research. These are factors that need to be taken into consideration when assessing the
reliability of the thesis. In order for the study to be as reliable as possible, the author needs to
form the questions in a manner that is only explained and understood in one way to avoid
misunderstandings. It is also important that during the interviews the authors remains non-bias

and does not steer the conversation in any way. (Holliday 2016, 8)
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When it comes to this particular study, the reliability of the results is moderate. While the
sample size is small, the accuracy of the answers can be considered good. The Interviews were
conducted for each product category manager, and in addition managerial point of view was
recorded from two different interviewees working in both procurement and the sustainability
department. The purpose of the study was to create a supplier evaluation framework for the
case company, which is why a larger sample size would have not provided higher quality data.
The interviews were recorded, which allowed the author to re-visit the interviews. The
reliability of the study suffers from the lack of generalization. (Thomas 2011, 153) In this study,
the results are only applied to the case company and its operations, rather than being
generalizable for other supply chains with different liabilities. However, the results can be
generalized for other operators in the food industry, that suffer from similar liabilities in their

supply chains.

The validity of the study can be divided to two parts, internal and external validity. Validity of
the research refers to the level of truth the results hold among the participants of the study,
compared to similar individuals outside the study. It is important to evaluate if the study has
adequately measured the key concepts in the study or not. Stuart et al. (2002, 428) concluded
presenting the data collection sources and study method can improve the validity of the study,

as the reader is able to form a chain of evidence of the study.

When it comes to the validity of this study, information was gathered from multiple interviews,
company materials as well as various pre-study conversations, which makes the validity of the
study good. The interviews were held close together, and the answers reviewed and transcribed
right after, which increases the validity. The research process was planned and documented. In

summary, the validity of this study can be considered good.
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4 EMPIRICAL RESULTS OF THE STUDY

The aim of this chapter is to present analysis and results of the study based on the interviews
and secondary data. The interview framework of the interviews consisted of four themes, which

were divided to the following:

-
-
-
v

Figure 7. Interview themes

Theme 1. Current situation
Theme 1 aims to map out current practices the case company has set in place regarding supplier
evaluation. It also discusses the primary motives for supplier evaluation as well as the reactions

received from suppliers.
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Theme 2. Sustainability

The objective of the questions in theme 2 is to study how the interviewees define the term
sustainability and how they link it to the field of procurement. In addition, it seeks to map out
the importance of sustainability in the food industry, what are the sustainability liabilities of the
case company regarding their supply chain, weaknesses and finally the main reasons and
incentives to invest in sustainability. Theme 2 also touches base on previous sustainability

actions and achievements, such as applying certifications.

Theme 3. Sustainable Supplier Evaluation
Theme 3 dives more into the actual evaluation process of the suppliers, mapping out the pre-
requirements and sustainability criteria posed to suppliers. It also questions the reasons for

applying/not applying sustainability criteria.

Theme 4. Future actions
The last theme questions the future actions related to sustainability criteria in supplier

evaluation.

4.1 Company introduction

The case company has started its operations in the early 1900’s. It is nowadays a part of a bigger
group of companies, that are all owned by a mother company, which is one of the largest
companies in the category industry in Europe and has become strongly international in recent
years. In addition to Finland, the group has operations in many other counties, e.g., Italy,
France, the Netherlands, the United Kingdom, Brazil, the United States and Australia.
Worldwide, the group operates in more than 100 countries. In 2019, the company's turnover
was 914.5 MEUR and the number of employees was over 3000. The case company operates in
Finland, having distributors in both the Baltic and Nordic countries with sales of 83.8. MEUR
(in 2019). The company operates in the food industry. The food industry can be defined as the
industry that produces food or food raw materials. As a system, food production is a complex,
global array of different business sectors that produce most of the food consumed by the world’s

population.
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The case company has divided its procurement to three bigger categories, in which each
procurement manager/specialist is accountable for. The estimated number of suppliers overall
is 84, but this number does not include suppliers with whom the company’s contract has not
been renewed for 2020 and forward. The number and percentage of suppliers is presented in
figure 8. As can be seen from the figure, there is a big difference in the number of suppliers
between the interviewees, however, it is important to note that this does not reflect the spend of
these categories. For example, product category Y is sourced from one supplier who acts as a
broker between the case company and suppliers in the countries of origin. This category covers
the biggest spend of the company, estimated over 41 million euros per year. On the other hand,

the category F holding 30 suppliers covers around 6 million euros per year.

Number of suppliers by category

52;63 %

mProduct category X  mProduct category Y Product category F

Figure 8. Number of suppliers

As the case company has limited resources, it has optimized its sustainability resources so,

that all sustainability goals are embedded in every level of the organization. Each employee of
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the organization is responsible for sustainability in their own day-to-day actions. Additionally,
there are a few job descriptions, where the title “sustainability” is mentioned, and their job
descriptions are strongly linked around sustainability. However, it is important that all
employees work towards a common goal. The company has started a sustainability group which
fills the role of sustainability department every 2 months. The group considers cross functional
issues, takes part in decision making and discusses what is taken to the top management along

other tasks.

“Responsibility should not be a detached supporting function but should rather be part of every
function.” is a viewpoint that was presented by interviewee D; however, this opinion was

strongly supported by each interviewee.

4.2 Current situation of the company

Supplier evaluation is something that the company has recently started doing. It is important to
note, that in some product categories, the suppliers are evaluated by the parent company, and is
not done by the subsidiary. The procurement department has done one big project one and a
half years ago, where they mapped out all their suppliers, aiming to gain more knowledge in
terms of total costs, quality and risks of suppliers. The evaluation was conducted for selected
suppliers, which meant 81 in total. They included the last 12 months’ worth of purchasing data
as well as other data from their report software. The suppliers were reviewed and rated by

various variables, such as

Price and contract
Product development

Quality

Deliveries and customer service

A w np e

At this time, sustainability was yet to be taken into consideration. This project helped the
procurement managers to get a comprehensive view of the current situation with their suppliers.
However, there was no actions taken regarding the results. The suppliers did not receive
feedback from this evaluation, as it was conducted using only existing, internal data.

Procurement manager C stated the following:
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“Personally, | got some help from the data regarding my day-to-day work and was able to look

for alternative suppliers, if there were some unfavorable scores due to big quality issues.”

Now, supplier evaluation is scheduled to be conducted once a year. In addition, if there is a
bigger meeting held not close to the evaluation date, delivery data and quality complaints will
be discussed with the supplier. The motives for including sustainability as a factor in supplier
evaluation varied between the interviewees. All the interviewees agreed that as sustainability is
part of the supplier code of conduct and the company strategy, it should be reflected on the
supplier evaluation as well. On a managerial level, the company believes strongly that it wants
to go in this direction in every aspect of their business. They also view sustainability as a form
of competitive advantage - meeting customer and consumer requirements regarding
sustainability. Sustainability is seen a big part of supplier relationship management and a part
of risk management as well. From an operative point of view, including sustainability as
criterion helps to facilitate day to day work when weaker suppliers are left out, thus, you can
invest in good suppliers. This enables more efficiency, fewer quality complaints and successful
deliveries. Other results that can be expected are the development in supplier monitoring,
systematic measures taken based of the results, evaluating new suppliers in a changing
environment, advanced reporting — converging data with suppliers, compliance with the

regulations of FFSC and ISO certifications...

The previous reactions from supplier evaluation have been mainly positive, however it depends
on the supplier. For suppliers, sustainability evaluation can mean a rather large workload
(audits, reporting, etc.), but it can also be a source a competitive advantage. For example, the
supplier's carbon footprint calculations for products have been really important to the case
company, when choosing a supplier to work with this can be adapted to other sustainability
attributes as well. As the case company operates on a global scale, there are major differences
between suppliers, as some of are used to regulations and some operate in a “freer”
environment. For example, European suppliers are used to evaluations and knowledge the fact
that they are operating in an environment such information must be provided. This might not

be the case for a supplier operating in Africa.

Interviewee B: “It is a part of modern business world. It of course takes time from suppliers,

but they are already used to iz. ”
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Interviewee C: “It really depends on the supplier, one of my suppliers is excited about the
supplier audit because they know there are no liabilities in their manufacturing process. On the

other hand, some of my suppliers are traders, and would not want to reveal their supply chain.”

Interviewee E: “It really depends on the tone of the survey. Many of our suppliers have large
customers, and there are a lot of surveys to fill out. Therefore, the response can be a little
negative, as “another survey” to fill out. Because of this, a clear survey is a key factor. It needs

to be comprehensive and clear.”

All interviewees agree, there should be a justification for the survey presented clearly at the
start to ensure transparency. It is also important to give feedback after the survey in order to
keep the dialogue open with the supplier. Supplier evaluation should be seen a dialogue between
buyer and supplier, where the motives go beyond just seeking issues related to quality and
efficiency, but rather aim bettering the whole supply chain. Taking into account sustainability
and social issues, these evaluations enable development of suppliers through an open dialogue,
that includes evaluations, findings and feedback that aims to engage the suppliers. This can help

to endorse mutual trust and to strengthen the relationship.

4.3 Sustainability

Firstly, the interviewees were asked to define the concept of sustainability. This was made in
order to identify the overall standing of the interviewees regarding sustainability. This was also
important to establish a common ground about the definition of the term, so that
misunderstandings would be avoided. The term sustainability was asked to be defined from the
procurement point of view, if possible. The interviewees described the term sustainability as

the following:

Interviewee A: A state of mind to act with the current conditions, keeping future generations in

mind.

Interviewee B: “To leave the globe in a good condition for the next generations to come. ”
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Interviewee C: “The conscious awareness of the journey of raw materials from seed to the

consumer’s dining table.”

Interviewee D: “In addition to profit, companies should take into account people and the planet

as well.”

Interviewee E: “An opportunity to develop activities and livelihoods. ”

In academic literature, sustainability has been defined in various ways. However, they all come
close to the same conclusion. For example, Cassen (1987, 126) defines sustainability as
development that is able to meet the needs of the present without compromising the ability of
future generations to meet their needs. All the interviewees’ answers adapted to this same

definition.

In the field of food industry, environmental and social sustainability have been a known factor
for many years. However, in global food networks and supply chains it can be hard to grasp the
real state of the supply chains and keep up with the monitoring and governance of the
environmental and social factors, as it requires a lot of resources and can become costly.
However, as organizations face a lot of pressure from customers, consumers, governmental and

non-governmental organizations, the media...

Nowadays, customers and the consumer base are insisting more sustainable products. One of
the company’s biggest customers, a Finnish retailer Kesko, is ranked as the world's most
responsible retailer, which puts a lot of pressure to ensure sustainability in the supply chain.
(Kesko 2020) Retailers usually have significant sustainability goals of their own, in which the
supplier (in this case the case company) needs to comply with the objectives. As Finnish
consumers pay an increasing amount of attention to issues related to sustainability of the
products, it works as an incentive to find new ways to tap into this market. The question arises:
Does money weigh more in the scale, than sustainability? The two are no longer contrasted, but
in fact sustainability is starting to form as a source of competitive advantage for many operators.
Additionally, the environment of operation has a strong impact in Finland, as legislation and

standards also drive sustainability forward.
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In the food industry, there are commonly developing countries included in the countries of
origin, which makes the supply chain vulnerable for social issues. People in the farms are
interested in making a strong living and supporting their families, which is why companies
should help to develop relationships with the farmers to make them strong. Farmers should be
educated and taught the best practices to ensure there are no environmental issues in the farming
process. There is also a possibility for issues such as child labor, compromised child health and

community safety, which are important things to be aware and to be proactive in fixing.

: Working
Cluld laber conditions
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Figure 9. Social factors

One of the serious issues that came up in the interviews, that can have far-reaching effects in
the food industry, is product safety. As the organizations provide products that are edible, there
needs to be a focus on the actual farming process and its impact on the final product. The
company needs to be sure that the product is safe for the consumer to consume, thus, they must

for example be aware of the pesticides that are used in the country of origin, as well as the
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overall working conditions and methods. Because of this risk, the safety and quality of the raw

materials are always measured closely through a standardized process by trained professionals.

Buying companies have to acknowledge their part in the environmental effects. During the
interviews, it became clear all the interviewees acknowledged the impact their sourcing actions
have on the environment. Themes, that came up the most in the interviews were, for example,
climate change, GHG emissions, loss of biodiversity, draining resources such as energy, water
and soil, as well as the destruction of rainforests. These were all seen as a major issue in the
supplying countries of origin and seen as a motivator to find more sustainable ways of

operating.

Climate l GHG

change Emissions
Destruction
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Figure 10. Environmental factors

The company’s supply chain is exposed to various sustainability liabilities. In the interviews it

became clear, that it is sometimes difficult to stay on top of all the different latent problems



46

there might occur in the large pool of suppliers. However, globally, there is a lot of conversation
about child labor, forced labor, lack of employment contracts, unclear terms of employment
and questionable working conditions. When the company has conducted visits in countries of
origin, during the visits all have seemed okay. It is important to note, that these visits where not
auditing trips. Considering the sustainability aspect of certified products, a third party ensures
that the products are produced responsibly. Due to this, the company has not taken part in
auditing the suppliers. Nonetheless, through these visits the company has been able to see the
current operating conditions. Unfortunately, these might not reflect the whole truth. The
procurement is aware of this fact and aims to gain deeper knowledge in the future. There are
also cultural differences in many countries — for example in Uganda, at some plantation’s
workers refuse to wear shoes, which would be considered bad working conditions in other
countries. The overall well-being of employees is an important matter, that should be one of the
main focuses. With other product categories, where audits have been possible, the farming
process is at a good level, but there are still problems with the processing of raw materials. The
factories in the tomato processing section have a considerable number of safety-related
regulations, while some facilities do not have any procedures (e.g., hearing protection, safety

shoes, hair nets).

From an environmental point of view, global sourcing brings the challenges of transport and
logistics. Although produced responsibly, the transportation of the products is not
environmentally friendly. All materials have to be transported through freight and trucks, which
causes emissions. However, this is a known issue, and these transportation methods are not
possible to be replaced with other methods at the moment. In farming processes, a lot of water,
fertilizers and pesticides are used, which can result in soil eutrophication. A problem with
fertilizers is that they can be washed of by rainwater, moving with it into rivers and other bodies
of water. This can increase the level of minerals and cause eutrophication. Eutrophication then
encourages the growth of algae. Farming methods are also an important matter, and as some of
used raw materials are retrieved by felling, plantations and small farms have been reported to

cause deforestation, erosion and even deforestation.
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4.3.1 Weaknesses and strengths related to sustainability

One of the weaknesses this far has been the fact that there the company has not had its own
audit trips with suppliers. The visits have been to the so called “model farms”, which the
supplier has selected — leaving room for deceit. Interviewee E stated that the view of some
suppliers might be too positive at the moment, while the truth might be different. The suppliers
might not take the visitor to the “worst” sites, and there might be some bad code of conduct in
the model farms, but everything seems to be good at the day of the visit/inspection. As the visits
has been organized by export companies (in some product categories) some of the information
might get left in the dark to obtain a better image. When sourcing products through exporters
(which source from risk countries), it is difficult to stay on top of the issues in the supply chain
— the exporters are responsible for the audits, and the audits are spread regionally, not all
facilities have been audited. Still, interviewee E finds that there is a certain amount of group
pressure on farms to perform sustainably in order to ensure better business. The issues are
highly dependable of the country of origin and the supplier itself. There can be clear differences

between suppliers supplying the same product in the same country.

Problems arise as well in other product categories, which are mainly sourced from Europe. One
of the issues is the tier-2 clearance, and transparency in the supply chain. It is a terribly big
palette — something new can always be found somewhere in the chain. A prominent issue
mentioned by interviewee B is the fact that sometimes, even if asked and clarified, not all things
may come to light with some suppliers. This again boils down to the resources, which in the
end are limited. The question remains, how much should be done by external auditors and how

much is done by the company itself?

Additionally, Interviewee C points out that in the food industry, certificates are often perceived
as the only widely reckoned sustainability measurement by the public. As much as the company
wants to be responsible, aware and take steps towards reducing sustainability risks, the
downside is that a lot is done in the countries of origin without being under the certificate.
Consumers are therefore in the dark because it is difficult to communicate effectively. It is
common that the average consumer does not know if the right things are actually happening in
the source but assumes that everything is fine. Some of the product categories the company
holds are challenging, as there are no possible certificates for every raw material — this leaves

room for error and interpretations of the media. Interviewee D stated, that another challenge the
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company faces is the lack of resources. As the company is fairly small, its resources are not as
extensive as its bigger competitors. At this time, the management has to make tough choices
where it can pour its resources when it comes to sustainability. Still, the primary role of the
company is to do business and profit, yet with sustainability in mind. Everything is viewed

through cost-effectiveness.

On management level, sustainability is reflected in the company values, and the company is
ready to invest in it. Some of the investments have been the use of renewable wind energy in
production, as well as the development of circular economy methods in production.
Sustainability has slowly but surely become integrated into operations. The goal has been to
make it a way of doing things, not just an additional expense. Of course, the management has
had to consider the ability of the busines to absorb additional costs related to these sustainability
actions. Procurement has taken steps to provide facts and viewpoints of sustainability in the
supply chain. As procurement is included in the responsibility working group, it has the
opportunity to influence decision making. Partnerships are harnessed through supplier
cooperation, states interviewee A, which is why the procurement team should be seen as an
enabler, offering expertise and the needed insight on suppliers. Partnership thinking should be

raised continually to grasp hidden value.

Another viewpoint from interviewee A is that there could be a stronger will to take the
(sustainable) company strategy forward, rather than just being reactive. At that, the price
competitiveness and resources come to the picture. Being sustainable does not directly affect
the bottom line in a positive way, which makes it difficult to balance between costs,
responsibility and profitable business. The company has set its sustainability targets
realistically, yet ambitiously. Still, a certain realism must be involved in this industry, because
of the complexity of supply chains. No one in the world can assure that all things are okay and
done “by the book” every single hour of every single day. Nevertheless, the ambition to work

toward optimizing the supply chain and operations is important.

The company’s strength is the overall commitment to sustainability. Employees are truly
committed to promoting sustainability and it shows in the professionalism through the whole
organization. The company has an agile and quickly responding organizational structure, which

makes it easier to evolve in an ever-changing operating environment. Despite all the challenges,
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in its own concern the company is a pioneer in sustainability and has been providing the other

entities with fresh ideas and instructions on being more sustainable.

4.3.2 The main incentives for the company to invest in sustainability

When asked about the incentives and motives behind the company’s investments in

sustainability, interviewees all listed both internal and external factors.

Internal

Interviewee C sees motives are strongly related to product safety and quality, as they are vital
in the food industry. As there has been investments made in more sustainable processes, it has
affected the overall quality and safety of the end product. The company has a strong will to
provide better products to the end user, this is why there is internal pressure to invest in
sustainability. Additionally, the company has formed an internal incentive to become more
responsible in every aspect of its operations. This vision is also supported by interviewee D,
who stated these factors have internally driven the operations towards sustainability. The
company also sees sustainability as an opportunity to differentiate from competitors, as well as
a competitive advantage against some operators. Interviewee B explained that there has also
been a lot of internal pressure and passion to better the relationships with suppliers, while
creating more transparent supply chains. Investing in investigation of supply chains provides

more information about the suppliers, thus increases the ability to mitigate risks.

External

All interviewees agreed that external pressure has been a strong incentive to take sustainability
seriously. The public pressure from the media, as well as the intensified competition has
affected the company’s viewpoint on sustainability. When operating in the 90’s, sustainability
was not as prominent of a subject it is nowadays. From approximately 2010 the topic has been
on the rise, which has caused a great deal of external pressure for the company, stated
interviewee D. For the last ten years, the company has experienced a change in customers, who
have themselves become demanding and trailblazers in sustainability. Also, competitors have

made large investments in sustainability, becoming one of the most sustainable companies in
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the whole country. It is often stated that consumer base is becoming more aware of
sustainability issues and demanding more sustainable products, but in the case of the company,
this has not created “enough” pressure or worked as a main motive to invest in sustainability.
Sustainability is now seen as an enabler of conducting business (license to play). In addition,
Interviewee E stated, that in some product categories, there might be a direct benefit in bids for

the company, whose products are certified.

4.3.3 Viewpoints on certification in the food industry

As mentioned earlier, food industry, which includes fast-moving consumer goods (FMCGQG) is
known for several certifications. The certifications provide information about in example, the
origin, health or method of production of the product. One of the most recognized labels is the
Fair-trade label. Fair-trade label informs consumer that the producer of the product has received
a proper compensation for their work. (Yamoah, Duffy, Petrovici & Fearne 2016, 181) As the
company has many products that are certified (some with multiple labels of certification) it was
interesting to study are these certifications a source of sustainability. This question showed
scatter in the results. From a procurement point of view, the advantages of this depend on the
certificate. It is mainly considered a good thing that such certificates exist as they provide
guidance and help to create commonly used standards. Certificates can also be an advantage in
negotiations. However, there are issues related to certificates in some raw material categories.

Interviewee C provided an interesting point of view:

In some countries, farmers are very poor, and it takes a lot of money for them to be able to
become certified farmers. The certificates provide a better income for these farmers, but it needs
to be considered that there are a lot of farmers left out from the certified circle. If you source
only from those with better incomes, others will be left out and will not receive any income.
Some certificates can be exposed to corruption and can in fact be bought without any
sustainable efforts. This supports the conclusion that even if there is a certificate, it does not

ensure everything is okay in the first tier. Thus, companies need to be aware of the risks.

The company has been able to source from family farms, which has been a great way to
contribute to many livelihoods. Even though the company would like to do more, the sourcing

of tens of thousands of kilos yearly results in the lack of resources. The company is inevitable
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unable to control all countries of origin. Therefore, it is vital to rely on external systems that
organize the operations. “The certificates are one of the most important principles of
sustainability certification”, stresses interviewee D. There are also challenges related to sales
and communications of the products; some certificates are clearer to communicate than others,
but on the other hand can lead to confusion as they are not comparable with each other. Even
though consumers knowledge and understanding of different certificates differ, it is important

to the company to be able to perform more sustainable.

All in all, the results indicate that even though certificates increase the level of sustainability

efforts, it does not equal to sustainable, responsible or ethical.

4.4 Sustainable Supplier Evaluation

To sum up everything that has been stated so far about the company’s supplier evaluation; there
has been efforts made to evaluate suppliers independently through attributes such as quality,
price, deliveries, product development and so on. The company has not included sustainability
as a factor in evaluation yet. Still, this actively demonstrates the fact that there is a strong state
of mind to develop suppliers and supplier relationships further. To develop sustainability in
supply chains, the procurement team has started to include pre-requirements to new suppliers
regarding sustainability, yet this is a fairly new part of supplier selection. Suppliers are asked
to fill an information form and a proof of certificates are requested. The company has also
formed a code of conduct for sustainability, and new suppliers are informed about these
practices. It important for the suppliers to comply with these practices and to sign the
commitment. Yet, it is worth to note that after signing the sourcing policy it has not been

monitored whether or not there is actual compliance with the code of conduct.

To form a better view of the current practices of supplier evaluation, the interviewees were
asked why sustainability criteria have not been applied in supplier evaluation before. The main
reason is not only the lack of time and resources, but also the difficulty of measuring
sustainability numerically and getting reportable results. After all, there is no point in measuring
something you cannot use to manage. However, sustainability needs to be measured in order to
manage effectively. There has been interest in including sustainability as a measurement, but

there has been no consensus on which indicators to measure. Another point of view from
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interviewee A is that the inclusion of sustainability has been the next step of evolution in
supplier evaluation for the case company. Changing business environment and customer
demand has embarked on the construction of more sustainable supply chains, thus the steps
have been taken to expand supplier evaluation further. Before this, the company has heavily
leaned on certificates and standards in products which has been an effective form to ensure a
creditable level of sustainability. Ambitious sustainability goals reached so far would not have
been achieved without external operators. In interviewee E’s product category, a distributor has
acted as a strategic partner to achieve goals and has done most of the work towards
sustainability through ensuring certifications. The company started from the product base and

is now keen on moving forward to supply chains.

While the company has set clear goals for sustainability in the future, it was mentioned there
has not been consensus of which attributes to measure in sustainability. For the validity of the
study, it is important to define what the company aims to gain from the information gained from

the suppliers. The interviewees listed the following desired outcomes:

e Map out the current situation

e Clarify the large pool of suppliers

e Provide interesting data

e The criteria for supplier evaluation are made more comprehensive, which leads to
further development of the supplier

e [n addition to just “hard” criteria, such as payment term and delivery times, suppliers
could be measured for “softer” attributes such as environmental efforts (lower emission
levels, reduced packaging...)

e The results can help to form criteria for supplier selection

e Which seem to be performing well in terms of sustainability actions, and which ones do
not

e At what level is supplier sustainability work at the moment and where there may be
challenges and areas for development in those specific suppliers

e Help to find which areas to focus on (environmental versus social for example)
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4.5 Future actions

The company's objectives with regard to the results of the supplier evaluation survey are clear,
but it was also important to find out what measures will be taken on the basis of the results of
the evaluation form. The fact of which every interviewee agreed upon, is that the results from

the evaluation will be used for supplier relationship management and development.

The company has set its next sustainability goals, which includes guidelines for raw material
sustainability targets, certifications and so on. The supplier evaluation form will help the
procurement to work towards these goals by providing valuable information on the current state
of the suppliers. After the results are gathered and reviewed, the procurement managers can
plan possible audits for suppliers that raise red flags. It is important to note that during the
interviews it was highly stressed, that whatever the results may be, none of the suppliers will
be dropped immediately even if there where liabilities found. The company wants to form solid
partnerships with their suppliers and sees this as an opportunity to grow together. On the other
hand, if some suppliers perform well, the company can leverage this as a benchmark and learn

new procedures.

After giving feedback from the gathered information, the reaction of supplier reveals the level
of desire and willingness of the supplier to make amendments towards more sustainable
procedures. Through the results, the company aims to find strategic partners to develop
activities together in a more responsible direction. A preliminary set of steps based on

interviews is illustrated in figure 11.
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Annually performed supplier
evaluation

Review of the results

Feedback
Development ideas

Development actions (by supplier)

Annual review of improvements

Figure 11. Action plan after supplier evaluation

The aim is to perform supplier evaluations annually. After reviewing the results, feedback and
possible development ideas are communicated to the supplier, which has then had the
opportunity to develop their actions towards more sustainable procedures. The developments
will be reviewed annually for better management and to form cooperation efforts. Through this
supplier development, the company hopes they can form common goals with suppliers, as well
as discover new, strategic partnerships. The benefits essentially come from more transparent
cooperation with the supplier and the direction of supplier cooperation can be influenced. The
suppliers will meet the requirements of the standards more easily and risk management in the
supply chain becomes easier.
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S DISCUSSION AND CONCLUSION

This chapter introduces the answer to the research questions. It aims to further discuss the
results of the empirical study in combination to the literature reviewed. A conclusion is formed.

Last, some limitations and further research ideas are introduced.

5.1 Answering the research questions

Chapter 5.1 essentially summarizes the answers to the originally set main research question and
sub-questions. The answers are a combination of theoretical information from literature as well

as insights from the empirical part of the study.

What are the key sustainability factors that the case company should consider in supplier

evaluation?’

The key factors to consider in supplier evaluation were formed based on literature as well as
the sourcing policy of the case company. The issues listed by the interviewees were taken into
consideration as well. Ultimately, the key sustainability factors that should be taken into

consideration are presented in three figures 12, 13 and 14.

The first figure (Figure 12) includes aspects related to environmental sustainability. It is divided
to four bigger themes, being pollution control and prevention, environmental management,
resource consumption and waste management, as well as the use of chemicals. These are all

considered vital to consider from the viewpoint of the case company.
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Figure 12. Environmental aspects to consider

The second figure (Figure 13) includes human rights related aspects the supplier evaluation
form should consider. It is divided to four main themes that are health and safety, child labor,
mobility and cultural properties. These themes are especially important to consider as the
company operates in the food industry and has suppliers in various different countries with

different cultures, different perceptions of procedures and standards.
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Figure 13. Human rights aspects to consider

The last figure (Figure 14) is a combination of aspects related to ethics and business integrity.
Like the previous figures, the most important themes are divided to four bigger pieces. These
include contractual influence, employment practices, local communities as well as business
conduct. These are important to consider, as common practice have transparency, accurate
records and fair employment practices. The company also needs to be aware of the influence it

has on local communicates when supplying from different countries.
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Figure 14. Ethics and business integrity aspects to consider

Sub-question 1: How the environmental and social criteria can be applied in supplier

evaluation?

As it has been stated, buyer-supplier relations are in a key role when it comes to addressing

sustainability issues in the supply chain. Successful buyer-supplier relationships require mutual

trust that can only be formed through actions such as forming mutual commitments, clear

communication and transparency. The aim is to work beyond organizational boundaries to

capture mutual value.

The defined sustainability criteria can be all embedded in the supplier questionnaire by forming

a framework of each theme presented in the three figures 12, 13 and 14. Forming questions

around the themes and making the questions clear and straight forward.
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To ensure full transparency, it is important to state why the supplier evaluation form is sent to
the supplier and what actions will the results be leading to. Feedback of the results will complete

the cycle and provide suppliers with valuable information and the tools to perform better.

S-Q 2: What are the advantages of considering sustainability factors in supplier evaluation?

To give an illustration of the main advantages considering sustainability factors from both
environmental and social point of view, Figure 15 present the main advantages of
environmental sustainability. Additionally, Figure 16 includes the advantages of considering

social sustainability.

Figure 15 summarizes the benefits of environmental sustainability. Controlling costs can be
seen as an advantage of environmental sustainability, but it is not most often the driver for
engaging in environmental sustainability. It can be considered as an advantage, but the author
did not list it as an advantage. By achieving internal and external environmental standards and
complying with legislation companies are able to manage various risks in supply chains while
ensuring maximum community and financial benefits. Environmental sustainability often leads
to higher efficiency, reduced packaging and waste. New procedures ensure the reduction and
prevention of pollution and emissions. Essentially, environmental efficiency can be a source of

competitive advantage and can be used to differentiate from competition.
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C) Higher efficiency

) Reducing excess material use and thus waste

) Reducing energy comsumption

) Reducing and preventing pollution

) Competitive advantage, differentiating

) Protecting the environment and operating ecosystems

Q) Reducing long-term risks

Figure 15. Advantages of environmental sustainability

An equally significant aspect of sustainability are the social efforts. Forming standards, policies
and procedures can help to mitigate risks in supply chains. While there is still no way in making
sure there are zero children working in the facilities, by creating strict standards for suppliers
the company is able to work towards no child labor. Providing better working condition for
workers increases the motivation and safety of workers. Engaging in projects with local
communities, companies are able to gain social presence in communities. Social awareness and
efforts help create a more positive corporate image, thus making the company more attractive
to potential business partners, investors as well as other stakeholder groups. All in all, in
addition to ethical business conduct, being socially sustainable can have multiple advantages
that affect the bottom line.



Better working conditions

No child labor

Better corporate image

Social presense in communities

Influence on future legislation and governmental
regulations

Risk mitigation

More attractive to business partners, investors and other
stakeholders

Figure 16. Advantages of social sustainability

5.2 Discussion

The company sourcing policy forms around three areas that are presented in Figure 17.

61
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Ethics and
business Human rights

integrity

The environment

Figure 17. The three aspects of the company sourcing policy

These all contribute to ensuring sustainable and responsible practices throughout the company’s
supply chain. These three strongly affected the formulation of the three figures, 12, 13 and 14,
as these three aspects were prominent in the literature, as well as the data collected from the
case company. Thus, the overall sourcing policy of the company complies with the general
assumptions of scientific literature. The company states, that business ethics can be described
as the ability to execute business proceedings while respecting the interests of all partners and
individuals and preserving environmental resources. This strongly supports the viewpoint
introduced by Porter & Kramer (2011, 65) as business model innovation is ultimately about
changing the way organizations do business and goes beyond considering only products and

processes.
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As the case company’s business relations and interactions are vastly covered by their suppliers,
they are committed to both developing and promoting a culture that is based on mutual honesty,
integrity and fairness. The operations should promote the well-being of all people involved,
from farmers to consumers. Many of the countries of origin have delicate eco-systems that are
susceptible to environmental challenges. The company feels they have a collective
responsibility to preserve these eco-systems and to act responsibly towards the planet while
inspiring others to act and behave similarly. This as well adapts to the view of Bocken et al.
(2014, 43) as they stressed there is a need for change towards new sustainable business models
which demand rethinking the sole purpose of the company, as well as their logic for creating
value. Meaning the case company is proactively creating methods to co-create value sustainably

in their supply chains.

The food industry is ultimately one of the biggest players that can help to tackle the climate
change. The food industry and its processes are enabling pollution and emissions, excessive use
of water, producing waste, destroying forests, endangering wildlife... These environmental
factors were mentioned as important in the literature by many sources, such as Mollenkopf et
al. (2005, 186) and Rosenau et al. (1996, 163). A continuously growing segment of consumers
respond to green products that use eco-friendly packaging and provided by organizations that
promote sustainable actions, mentioned Shrivastava (1995b, 955) Still, sustainability efforts are
not yet proven to be as effective in driving the prices up, as Karjalainen and Moxham (2012,
273) describe that consumers are not willing to pay much extra for fair trade or more sustainable
product. There have been contradicting opinions, as Bradu et al. (2013, 287) stated that
nowadays consumers are more willing to buy products which have a label of traceability. Thus,

it remains unknown if consumer base will be actively responding to more sustainable products.

Moreover, from environmental sustainability, Bocken et al. (2014, 44) stated it is not
sustainable to create solution that compensate or offset the negative impacts that are already
created by business practices. This is why to mitigate the risk of continuing with procedures
that result in the negative effects, the focus needs to be on improving in every possible
environmental aspect of the supply chain. Using clean energy solutions, such as renewable
energy sources, improving the efficiency of energy use and seeking new forms of transportation
with low carbon footprint. This has been a focus point for the case company in their own

procedures and now it needs to be taken further to the supply chains.
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Shrivastava (1995b, 955-956) sees sustainability as a form of risk management for companies.
By being more aware of their resources, energy usage, product liabilities, waste management
and pollution levels, organizations can mitigate risks. This has been acknowledged in the case
company and thereby energy usage is in the heart of cutting down emissions, as it is used in
many forms. Industrial processes, transport, heating, electricity and multiple other factors are
causing the emissions. Energy usage is of course just one environmental risk in the supply
chain. The issue of erosion, desertification, laterization and general depletion of the fertility of
soils is particularly prominent in the developing countries. Post-farm processes are also a
contributor in emissions. As it was mentioned, the company is keen on teaching its suppliers
the best practices in the farming process, so that the farms are educated about crop management
practices. Improved fertilizer usage, lesser use of water in the process, managing land use,
restoring degraded lands need to all be considered when conducting evaluation and

development on suppliers.

As Carter (2008, 367) mentioned in his study, while companies need to be mindful of the
environmental impacts of the farming and manufacturing processes, product design and
innovation should also be taken into consideration. Opting for more eco-friendly packaging will
contribute to minimizing waste created and possible pollution in the manufacturing process. It
can be said that consumers are becoming more aware of the issues related to packaging, as
especially plastic waste in oceans and landfills is driving change. Following things are valuable

when considering sustainable packaging:

- Renewable energy used in the manufacturing and transportation processes
- Product design made to mitigate excess material use

- Materials are recyclable

Reducing the material used in packaging and thus minimizing waste created are the main

components of more sustainable packaging.
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Environmental management in the supply chains plays an important role in ethics as well. As
many of the first-tier suppliers are dependent of their crop for food or income, environmental
measures are vital to ensure regular supplies of food and other necessities for their families. It
can be argued that mismanagement of the soils is a serious threat to food production and thus,

to the general economic progress of these farms.

The line of sustainability is usually far from an organizations’ direct control. Organizations are
vulnerable to actions of their suppliers, as a supplier’s poor environmental management can
undermine the organizations high level of environmental performance. This was supported by
Faruk (2001, 37). By not addressing human rights issues, companies operating in the food
industry are likely to face costly litigations, negative publicity, loss of credibility and
unfavorable market impacts. Thus, in the current business environment, operating in the volatile
food industry, the case company cannot afford failing to identify or fix human rights issues
across their supply chain, from their direct operations all the way through to the local farms and
communities where their products are essentially grown. This supports the view of Ellen et al.
(2006, 149) as they concluded social engagement with societies helps to form a presence in the

market and furthermore helps to gain social credibility.

With the complex, extensive supply chains in various countries, the company should really
focus into discovering, disclosing as well as correcting possible human rights related issues. As
there are millions of people working in bad working conditions across countries, it is important
for the company to contribute to amending this issue in their supply chain. Even though there
is a human rights policy issued, the mitigation of human right violations goes beyond. A good
example of social sustainability issues in the supply chains of food companies are the farms.
Due to globalization and intensified competition, market prices have sunk so low that farmers
in the developing countries are unable to make ends meet. In some regions, the competition has
led to a situation where standards for health and safety may be uncared for. This viewpoint was
also brought up by Davies & Crane (2003, 79). Therefore, a lot of small farmers have begun to
use cheap labor to maintain an acceptable compensation from their work, state Camargo (2019,
10-11).

Luckstead (2019, 3) reminds it is common for many households to be living in poverty, thus,
child labor is a form of survival for these families. When poverty is widespread, it becomes a

necessity for parents to send their children to work in the farms — whilst enabling the issue of
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poor education. Child labor can be therefore seen as a symptom of poverty, as well as a
contributing factor of it. Child labor makes it difficult to achieve economic independence as
many households are forced to rely on it to survive. This is why the case company should focus
its efforts toward gaining knowledge of labor performed by children and mitigating it.
Developing methods to enable economic growth in the farms to be better able to provide for

their families was also stressed by Keating (2008, 178).

The company essentially needs to establish effective mechanisms to monitor their supply
chains. As mentioned by Keating (2008, 177) implementing operations such as codes of
conducts, supplier evaluation processes and collaboration projects will pressure suppliers to
perform more responsible in order to keep existing partnerships as well as appearing more
desirable to new business partners. The company needs to hear not only directly from the
workers in first tier to help end the vicious cycle of forced labor but also to mitigate human

rights risks and ensure fair working conditions for everyone.

Another key factor to consider is an effective grievance mechanism that ensures all individuals
in the supply chain are able to report abuses or other issues without any fear of retaliation.
Grievance mechanisms help the company to identify latent risks related to human right
violations and to communicate with individuals in the root of the problem. This communication
will help to proactively and efficiently correct these issues. Govindan et al. (2015, 66) stated
companies are transforming their supplier relationships more collaborate and reciprocal, thus,
demanding new skills and capabilities from suppliers. In the food industry, this can reflect itself
as a demand for educational efforts. For example, it is important to ensure the proper education
of rights and know-how on reporting for workers, so that they are able to actively participate in
bringing out possible abuses or violations. Ensuring that employees are well aware and educated
on their rights and know how to report abuse through objective, easy-to-use channels, helps the
company to get to the source of the problem more efficiently, while making sure the employees

voices are heard.

As mentioned previously, the seasonal nature of the farming and production in the food industry
exposes it to slavery and human trafficking. There can be situations where employees are forced
to work, having to work in inhumane working conditions, having to experience physical and/or
sexual abuse, given false promises of wages and so on. In some countries, the brokers might

also impose some types of payments from workers, seize passports and visas to restrain the
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movement of employees. The case company should thus gain knowledge about the risk of
human trafficking in their supply chain. Agricultural work is often labor intensive and seasonal,
which is why farmers often require help from temporary and migrant workers. This makes the
supply chain vulnerable for malpractice in contractual procedures. It is common that short term
and migrant workers are working under a verbal contract, or with a contract that does not
include the same protections and benefits that are provided to full-time workers. This can mean
differences in wages, over-time compensation, working hours, to mention a few. Thus, it is
important to gain awareness of these factors in the supplier evaluation process. Shrivastava
(1995h, 956) also mentioned the importance of incorporating sustainability goals and values to
operations, as they can act as a persuasive measure for suppliers to perform better in their daily
tasks. Fighting against clear goals, like ending human trafficking in their supply chain, can act
as a more substantial, rational goal to people than some economic measure that is hard to grasp.
By creating internal awareness of the issue, forming procedures to mitigate it and eventually

eliminate the issue entirely.

According to the International labor organization ILO (2017) between 2012-2016, 152 million
were in child labor of which 73 million were operating in hazardous working conditions. Of
these metrics, a significant amount, 70,9% of children worked in the agriculture. This speaks
volumes of the impact companies operating in the food industry have over this issue. ILO
essentially sets the minimum age at 15 when it comes to working. Thus, it is important to
disclose whether or not the suppliers are part taking in this problem, and if yes, further
explanation is needed. However, it is important to note, that the distinction between acceptable
child labor and illegal child labor can prove challenging. This can be due to multiple factors.
As many farms are so called “family farms” and are providing livelihoods for the whole family
and then passed down by inheritance, parents are used to teaching children agricultural skills
from a young age. This is done so that the children are eventually ready to take over the family
business. The obverse of this are the working children that come from poor families, lacking
the possibility of education. Enabling these situations can have extensive, unexpectedly long-

lasting affects.
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5.2.1 Creating the evaluation form

The case company wanted an easy to use, clear and comprehensive, yet focused framework,
that covers the main points of the company sourcing policy. In addition, the aim was to find
science-based validation for the themes. This turned out to be quite challenging, as research
shows there are many topics to cover when evaluating sustainability attributes of a supplier. For
example, see Table 2 and 3 and for more: Bai 2010; Dou 2010; Winter 2016 & Xu 2013.
However, it is important to note, that due to the resources of the case company, an evaluation

form with hundreds of questions will not serve the purpose.

The main goal of the company was to inspire suppliers to review their own operations from a
sustainability point of view and to provide information that has not yet been revealed. With this
information, the case company can act upon any malpractice in their supply networks, as well
as benchmark new procedures introduced by their suppliers. The evaluation questions were
formed on the basis of the chapters 5.1 and 5.2.

The finished evaluation form is presented in appendix 2. The framework is the first version and
thus has not been tested with any suppliers. However, the aim is to further develop the

framework and optimize it after testing with selected key suppliers.

5.3 Conclusion

In earlier years, where sustainability was not as a ‘hot topic’ as it has become nowadays, all
individuals, including companies looked at global resources and markets from an economic
perspective, which means that resource scarcity or social disruption was rejected due to
proliferation availability of substitutable alternatives. This means anything concerns about
market inefficiencies due to depletion of resources or social injustice was generally seen as a
publicity stunt, rather than real threats to business continuity. This rooted from the fact that

alternative resources and new product designs could be integrated without too much
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malfunction in operations. The top priority for businesses was to optimize economic

performance without actually considering its impact on social sustainability or the environment.

After serious issues sustainability issues in supply chains that have affected many companies’
reputations, it has become much more apparent that supply chain design must include and
consider tradeoffs among social, environmental, and economic goals in order for businesses to
be truly sustainable. However, although sustainability has certainly penetrated the business
environment, the payback comes in much longer time horizons than many executives are
measured in. For many organizations, especially those operating outside the EU, where stiffer
regulations are common practice, sustainability in supply chains remains an issue for discussion
and analysis but not yet for action. Despite, many companies are beginning to make progress

on sustainable development.

Sustainability due to the longevity of sustainability results and ‘rewards’ will slowly but surely
become part of the organization’s DNA (versus a project to work towards) before its alleged
benefits for business, the environment and society materialize. This shows itself as a new form
of operations, where companies plan their supply chain sustainability outcomes by identifying
partners who could facilitate their desired achievement. However, companies that achieve the
greatest return from sustainability is for those who are ready to invest resources and see this as
an important step by becoming more proactive in sustainability. In fact, companies need to
design supply chains that proactively seek to improve relevant results, not only to maintain the
viability of their operations. The author predicts it will become increasingly apparent in many
organizations that balancing social and environmental goals with economic objectives will

provide market benefits and additionally, positive financial returns.
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Figure 18. The three phases of sustainability in supply chains

Various global trends will have a holistic effect on the future of business and supply chains,
which means that these factors will also have an impact on the future of procurement.
Megatrends refer to major themes of development. They are extensive, relatively predictable
phenomena, often combined with smaller phenomena. A typical feature of a megatrend is that
its trend can be identified, but there is really no chance of influencing it. The impact of
megatrends on global society is enormous. They are constantly changing people's lifestyles,
needs, aspirations and opportunities. As a result, customer demand changes, which ultimately
has an impact on the required resources, production sites and the supply chain. With intensified
competition, companies must increasingly focus on the operations of the entire value chain,
also in terms of external resources, so that they can improve their own internal operations.
Balancing procurement will therefore be leading to a large increase in the role of the supplier
for the purchasing organization. Suppliers will increasingly integrate into the purchasing
company’s business and product development. In essence, companies are shifting from a state

of untenable to sustainable, and from sustainable to predictable.
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In most cases, companies do not have a good idea of what is going on down the supply chain,
where downstream and downstream customers can play a small but yet a critical role. But as
was stated by the case company in empirical research, they are unable to strengthen business
continuity arrangements with non-first-tier suppliers. With carefully conducted supplier
evaluation, measurement, and the development of better communication, companies can learn
more, inspect, and communicate throughout their supply chains. Essentially, companies need
to address sustainability concerns in their supply chains through supplier development.
Companies therefore need to take action to limit their climate risks by diversifying their supply

chains, as the growth opportunities offered by the sustainable supply chains can be significant.

In addition to mitigating climate change, attention must also be paid to adapting to its effects.
In the journey towards a sustainable future, societies should aim for a big change when it comes
to energy production and consumption, consumer behavior, food production, eating habits, new
construction, housing and mobility. This could be marked as an ecological reconstruction which
translates to a transition of societies that proactively improve the state of the environment as
well as human well-being. In the business world, this means transitioning procedures with
renewable energy, reducing consumption of materials, increasing sufficiency and an aim

towards a circular economy.

5.3.1 Limitations and suggestions for further research

There are several limitations when considering this study. The study focuses solely on the
environmental and social issues in the supply chains, while excluding the economic point of
view entirely. However, it is important to note, that in most cases, these inevitably overlap, and
true sustainability requires management and balance of all three aspects simultaneously. Thus,
it strongly demonstrates the fact that social and environmental sustainability does not guarantee

completely sustainable supply chains and operations.

The study concentrated to exploring the issues and solution from the case company’s and
ultimately from the buying point of view, rather than bringing suppliers point of views into
consideration. Having both sides of the evaluation process would give a more comprehensive
view on the topic. The empirical part of the study is limited to only one case company. As the

case company is not revealed in the study, it limits the level of deepness the study is able to go
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into when it comes to the empirical results. It is also important to note, the company has many
different product categories, where the level and form of environmental and social issues

differs. It also has several p categories where the SSCM practices vary.

Considering the rareness and complexity of sustainable supplier evaluation studies, the results
are not universal to all companies and cannot be generalized. For future research, it would be
beneficial to assess the impact the evaluation form created has had on the sustainable
performance of the company. Additionally, conducting research about the accuracy of
measurements of sustainability would be beneficial. Lastly, the combination of social and
environmental sustainability was a rather wide topic, which made analyzing difficult compared

to focusing on solely one aspect.



73

LIST OF REFERENCES

Ahtonen, A-K. & Virolainen, V-M. (2008) Supply strategy in the food industry — value net

perspective. International Journal of Logistics: Research and Applications. 12, 4, 263-279.

Alasuutari, P. (1999) Laadullinen tutkimus. Gummerus Kirjapaino Oy. Jyvéskyla.

Azadegan, A. (2011) Benefiting from supplier operational innovativeness: The influence of
supplier evaluations and absorptive capacity. Journal of Supply Chain Management, 47 (2), pp.
47-64

Bai, S. & Sarkis, X. (2010) Integrating sustainability into supplier selection with grey system
and rough set methodologies. International journal of production economics, 124 (1), 252-264.

Bocken, N., Short, S., Rana, P. & Evans, S. (2014) A literature and practice review to develop

sustainable business model archetypes. Journal of cleaner production, 6542-56.

Bradu, C, Orquin, J. & Thagersen, J. (2013) The Mediated Influence of a Traceability Label on
Consumer’s Willingness to Buy the Labelled Product. Journal of business ethics 124, 2, 283—
295.

Brown, K.A. (1996) “Workplace safety: a call for research”, Journal of Operations
Management, VVol. 14 No. 2, pp. 157-161.

Burritt, S. (2014) Accounting towards sustainability in production and supply chains. The
British accounting review, 46 (4), 327-343.

Camargo, H. (2019) Greening the Dark Side of Chocolate: A Qualitative Assessment to Inform

Sustainable Supply Chains. Environmental conservation, 46 (1), 9-16.

Cassen, R. (1987) Our Common Future: Report of the World Commission on Environment and
Development, 64 (1) p.126-126.



74

Carter, C.R. and Dresner, M. (2001) “Environmental purchasing and supply management:
cross-functional development of grounded theory”, Journal of Supply Chain Management, Vol.
37 No. 3, pp. 12-27.

Carter, C.R., Ellram, L.M. and Tate, W.L. (2007) Structure and influence: a logistics
management application of social network analysis”, Journal of Business Logistics, Vol. 28 No.

1, pp. 137-168.

Carter, R. (2008) A framework of sustainable supply chain management: moving toward new

theory. International journal of physical distribution & logistics management, 38 (5), 360—387.
Christmann, P. (2000) “Effects of ‘best practices’ of environmental management on cost
advantage: the role of complementary assets”, Academy of Management Journal, Vol. 43, pp.
663-680.

Cooper, E. (1997) Meshing multiple alliances. Journal of business logistics. 18 (1), 67-88.

Cox, A. (2004) The art of the possible: Relationship management in power regimes and supply

chains. Supply Chain Management: An International Journal, 9(5), pp. 346-356.

Davies, I. & Crane, A. (2003) Ethical Decision Making in Fair Trade Companies. Journal of
business ethics. 45 (1/2), 79-92.

Dou, Y. (2009) A joint location and outsourcing sustainability analysis for a strategic offshoring

decision. International journal of production research, 48 (2), 567-592.

Dowlatshahi, S. (2000) Design—buyer—supplier interface: theory versus practice. International

Journal of Production Economics 63, 111-130.

Dufva, M. (2019). Sitra Megatrendit 2020. [pdf] [cited 16 November 2020]. Available:
https://media.sitra.fi/2019/12/15143428/megatrendit-2020.pdf

Dwyer, F.R., Schurr, P.H. & Oh, S. (1987) Developing buyer-seller relationships. Journal of
Marketing, 51 (2), pp. 11-28



75

Ellen, P.S., Webb, D.J. and Mohr, L.A. (2006) “Building corporate associations: consumer
attributions for corporate social responsibility programs”, Journal of the Academy of Marketing

Science, Vol. 34 No. 2, pp. 147-157.

Elkington, J. (1998) Partnerships from cannibals with forks: The triple bottom line of 21st-

century business. Environmental quality management, 8 (1), 37-51.

Eskola, J. & Suoranta, J. (2000) Johdatus laadulliseen tutkimukseen. 4th ed. Jyvaskyla:

Gummerus.

Fade, S. A. & Swift, J. A. (2011) Qualitative research in nutrition and dietetics: data analysis
issues: Data analysis in qualitative research. Journal of human nutrition and dietetics, 24 (2),
106-114.

Faruk, L. (2001) Analyzing, Mapping, and Managing Environmental Impacts along Supply
Chains. Journal of industrial ecology, 5 (2), 13-36.

Freeman, R. (2005) The Stakeholder Approach Revisited. Zeitschrift fur Wirtschafts- und
Unternehmensethik; Baden-Baden Vol. 5, Iss. 3, 228-241.

Gallear, G. (2015) The mediating effect of environmental and ethical behaviour on supply chain
partnership decisions and management appreciation of supplier partnership risks. International
journal of production research, 53 (21), 6455-6472.

Galletta, A. & Cross, W. E. (2014) Mastering the Semi-Structured Interview and Beyond: From
Research Design to Analysis and Publication. New York, NY: New York University Press.

Gimenez, T. (2012) Extending sustainability to suppliers: a systematic literature review. Supply
chain management, 17 (5), 531-543.

Govindan, R. (2015) Multi criteria decision making approaches for green supplier evaluation

and selection: a literature review. Journal of cleaner production, 9866-9883.



76

Hahn, C.K., Watts, C.A. & Kim, K.Y. (1990) The supplier development program: a
conceptual model. International Journal of Materials Management 26 (2), 2—7.

Handfield, W. (2002) Applying environmental criteria to supplier assessment: A study in the
application of the Analytical Hierarchy Process. European journal of operational research, 141
(1), 70-87.

Hanson, J.D., Melnyk, S.A. and Calantone, R.J. (2004) “Core values and environmental

management”, Greener Management International, No. 46, pp. 29-40.

Hart, S.L. (1995) “A natural-resource-based view of the firm”, Academy of Management
Review, Vol. 20 No. 4, pp. 986-1014.

Hermann, J. & Hogson, B. (2001) SRM: Leveraging the supply base for competitive advantage.
SMTA, Chicago. [pdf document] Available:
http://citeseerx.ist.psu.edu/viewdoc/download?doi=10.1.1.465.5212&rep=repl&type=pdf
[cited 4.3.2021]

Holliday, A. (2007) Doing and writing qualitative research. 2nd ed. London: SAGE.

Holmes, S.M., Power, M.L. and Walter, C.K. (1996) “A motor carrier wellness program:
development and testing”, Transportation Journal, Vol. 35 No. 3, pp. 33-48.

Hughes, J. (2008) From vendor to partner: why and how leading companies collaborate with
supplier for competitive advantage. Global business and organizational excellence, 27 (3), 21-
37.

Inemek, A. & Matthyssens, P. (2013) The impact of buyer—supplier relationships on supplier
innovativeness: An empirical study in cross-border supply networks. Industrial marketing
management, 42 (4), 580-594.

ILO: International labor organization. (2017) Global Estimates of Child Labor. [pdf document]

Available:



77

https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/publication/wc
ms_575499.pdf [Cited 3.3.2021]

Kannan, D., Govindan, K. & Rajendran, S. (2015) Fuzzy Axiomatic Design approach based
green supplier selection: a case study from Singapore. Journal of Cleaner Production, 96, 194-
208.

Karjalainen, K. & Moxham, C. (2012) Focus on Fairtrade: Propositions for Integrating
Fairtrade and Supply Chain Management Research. Journal of business ethics. 116, 2, 267—
282.

Keating, Q. (2008) In pursuit of a sustainable supply chain: insights from Westpac Banking
Corporation. Supply chain management, 13 (3), 175-179.

Kesko. (2020) K-ryhmé on jélleen valittu maailman vastuullisimmaksi ruokakaupaksi. [Web
page] [Cited 16.2.2021] Awvailable: https://www.k-ruoka.fi/artikkelit/k-kaupassa/kesko-on-

maailman-vastuullisin-ruokakauppa

Khan, Z. & Nicholson, J. D. (2014) An investigation of the cross-border supplier development
process: Problems and implications in an emerging economy. International Business Review,
23(6), pp. 1212-1222.

Klassen, W. (1999) Environmental Management in Operations: The Selection of

Environmental Technologies. Decision sciences, 30 (3), 601-631.

Klassen, R.D. and McLaughlin, C.P. (1996) “The impact of environmental management on firm

performance”, Management Science, Vol. 42 No. 8, pp. 1199-1214.

Koskinen 1., Alasuutari P. & Peltonen T. (2005) Laadulliset menetelmat kauppatieteissa. Jy-

vaskyld, Gummerus Kirjapaino Oy.

Krause, D. R. & Ellram, L. M. (1997) Critical elements of supplier development: The buying-
firm perspective. European Journal of Purchasing and Supply Management, 3(1), pp. 21-31.



78

Krause, D. R., Handfield, R. B. & Scannell, T. V. (1998) An empirical investigation of supplier
development: Reactive and strategic processes. Journal of Operations Management, 17(1), pp.
39-58.

Krefting, L. (1991) Rigor in qualitative research: The assessment of trustworthiness. American
Journal of Occupational Therapy, 45(3), 214-222.

Lai, K., Cheng, T. & Yeung, A. (2005) Relationship stability and supplier commitment to
quality. International Journal of Production Economics, 96(3), pp. 397-410.

Lambert, D. M. & Schwieterman, M. A. (2012) Supplier relationship management as a macro

business process. Supply Chain Management: An International Journal, 17(3), pp. 337-352.

Lamming, R. & Hampson, J. (1996) The environment as a supply chain management issue

British Journal of Management, 7 (1), pp. 45-62

Lalwani, S. K., Nunes, B., Chicksand, D. & Boojihawon, D. K. (2018) Benchmarking self-
declared social sustainability initiatives in cocoa sourcing. Benchmarking: an international
journal. 25, 9, 3986-4008.

Lemke, G. (2003) Investigating the meaning of supplier-manufacturer partnerships: An
exploratory study. International journal of physical distribution & logistics management, 33 (1-
2), 12-35.

Li, H. (2012) The impact of supplier development on buyer competitive advantage: A path

analytic model. International journal of production economics, 135 (1), 353—-366.

Lintukangas, K., Kahkonen, A. & Hallikas, J. (2019) The role of supply management
innovativeness and supplier orientation in firms’ sustainability performance. Journal of

purchasing and supply management. 25, 4, 100558.

Lu, W. (2007) Environmental principles applicable to green supplier evaluation by using multi-

objective decision analysis. International journal of production research, 45 (22), 5451-5451.



79

Luckstead, T. (2019) Estimating the economic incentives necessary for eliminating child labor
in Ghanaian cocoa production. PloS one, 14 (6), e0217230-e0217230.

Maloni, M. & Brown, M. (2006) Corporate Social Responsibility in the Supply Chain: An
Application in the Food Industry. Journal of business ethics, 68 (1), 35-52.

Mol, M.J. (2007) Outsourcing: Design, Process and Performance. UK: Cambridge University

Press.

Mollenkopf, D., Closs, D., Twede, D., Lee, S. & Burgess, G. (2005) “Assessing the viability of
reusable packaging: a relative cost approach”, Journal of Business Logistics, Vol. 26 No. 1, pp.
169-197.

Montabon, F., Melnyk, S.A., Sroufe, R. & Calantone, R.J. (2000) “ISO 14000: assessing its
perceived impact on corporate performance”, Journal of Supply Chain Management, Vol. 36

No. 2, pp. 4-16.

Park, J., Shin, K., Chang, T. & Park, J. (2010) An integrative framework for supplier
relationship management. Industrial Management & Data Systems, 110(4), pp. 495-515.

Porter, M. & Kramer, M. (2011) Creating shared value: how to reinvent capitalism - and

unleash a wave of innovation and growth. Harvard business review, 89 (1-2), 62—77.

Ro, Y.K., Liker, J.K. & Fixson, S.K. (2008) Evolving models of supplier involvement in design:
the deterioration of the Japanese model in U.S. auto. IEEE Transactions on Engineering
Management, 55(2): 359- 377.

Rosenau, W.V., Twede, D., Mazzeo, M.A. & Singh, S.P. (1996) “Returnable/reusable logistical
packaging: a capital budgeting investment decision framework”, Journal of Business Logistics,

Vol. 17 No. 2, pp. 139-165.

Roy, S., Sivakumar, K. & Wilkinson, I.F. (2004) Innovation generation in supply chain
relationships: A conceptual model and research propositions. Journal of the Academy of
Marketing Science, 32 (1), pp. 61-79.



80

Seuring, M. (2008) Core issues in sustainable supply chain management - a Delphi study.

Business strategy and the environment, 17 (8), 455-466.

Seuring, S. & Mueller, M. (2008) From a literature review to a conceptual framework for

sustainable supply chain management Journal of Cleaner Production, 16 (15), pp. 1699-1710.

Shrivastava, P. (1995a) “Environmental technologies and competitive advantage”, Strategic

Management Journal, Vol. 16, pp. 183-200.

Shrivastava, P. (1995b) The Role of Corporations in Achieving Ecological Sustainability. The
Academy of Management review, 20 (4), 936—960.

Stuart, F. (1997) Supplier alliance success and failure: a longitudinal dyadic perspective.

International journal of operations & production management, 17 (6), 539-557.

Stuart, 1., McCutcheon, D., Handfield, R., McLachlin, R. & Samson, D. (2002) Effective case
research in operations management: a process perspective, Journal of operations management,
20, 5, pp. 419-433.

Thomas, M. (2011) Qualitative Rigor or Research Validity in Qualitative Research. Journal for

specialists in pediatric nursing, 16 (2), 151-155.

Trent, R.J. (2005) Why relationships matter. Supply Chain Management Review, 9(8), 53- 59.

Vahidi, F. Ali Torabi, S. & Ramezankhani, M.J (2018) Sustainable supplier selection and order
allocation under operational and disruption risks. Journal of Cleaner Production 174, 1351-
1365

Vickery, J. (2003) The effects of an integrative supply chain strategy on customer service and
financial performance: an analysis of direct versus indirect relationships. Journal of operations
management, 21 (5), 523-539.



81

Voss, C., Tsikriktsis, N. & Frohlich, M. (2002) Case Research in Operations Management,
International Journal of Operations and Productions Management, 22, 2, pp. 195-219.

Wagner, S. (2006) Supplier development practices: an exploratory study. European Journal of
Marketing, VVol. 40 No. 5/6, pp. 554-571.

Walter, R. (2001) Value Creation in Buyer—Seller Relationships: Theoretical Considerations
and Empirical Results from a Supplier’s Perspective. Industrial marketing management, 30 (4),

365-377.

Winter, L. (2016) Environmental and social criteria in supplier evaluation — Lessons from the

fashion and apparel industry. Journal of cleaner production, 139175-190.

Wu, Z. & Choi, T.Y. (2005) Supplier—supplier relationships in the buyer—supplier triad:
building theories from eight case studies. Journal of Operations Management. 24(1): 27— 52.

Yamoah, F., Duffy, R., Petrovici, D. & Fearne, A. (2016) Towards a Framework for
Understanding Fairtrade Purchase Intention in the Mainstream Environment of Supermarkets.
Journal of business ethics, 136 (1), 181-197.

Yin, R. K. (2003) Case study research, design and methods (3rd ed.). California, USA: SAGE

Publications.

Xu, K. (2013) Analyzing criteria and sub-criteria for the corporate social responsibility-based
supplier selection process using AHP. International journal of advanced manufacturing
technology, 68 (1-4), 907-916.



82

APPENDICES

Appendix 1. Interview questions

1 Current situation:

1.1

How often is supplier evaluation conducted?

1.2

What are your primary motives in supplier evaluation?

1.3

What has been previously done with the information collected from suppliers?
1.4

How do your suppliers react to these evaluations?

2 Sustainability:

2.1.

What do you understand by the term sustainability? How do you link that to procurement?
2.2

Why is sustainability important in your field?

2.3

Avre there clear sustainability liabilities in your supply chains?

2.4

What are the company’s weaknesses related to sustainability?

2.5

What have been the main reasons / incentives for the company to invest in sustainability?

2.6
How do you feel about different sustainability certifications in the food industry? Have they

resulted in more sustainable procedures in your company?

3 Sustainable Supplier Evaluation:
3.1
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What pre-requirements do you have for suppliers regarding sustainability?

3.2

Do you apply any sustainability criteria in supplier evaluation?

3.2.1

If yes, what criteria and for what purpose?

3.2.2

If no, why do you not apply sustainability criteria?

3.3

If sustainability criteria are applied in supplier evaluation, what do you think you can

gain from the information?

4 Future actions
4.1
What are the actions you aim to take regarding the sustainability information gathered from

suppliers?

Appendix 2. Supplier evaluation framework

Basic Information

1. Name of the company:

2. Business ID:

3. Primary contact person:

4. Email address:

5. Which category of products does your company provide for the case company?
6. Please list the facility / facilities the answers for this survey covers

7. Has the company signed the sourcing policy of the case company?

ETHICS AND BUSINESS INTEGRITY

8. Does the facility have a written corporate responsibility policy that defines its
commitment to labor, health, and safety standards?

9. Isthere a human rights company policy in place?



10.

11.
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Are formal and written policies and procedures for disciplining and terminating
employees standardized throughout the facility?

Does the facility prohibit physical punishment of employees as a disciplinary measure?

Businesses conduct & fair operating practices

12.

13.

14.

15.

16.

17.

18.

Are there procedures to ensure confidential information is handled accordingly in order
to avoid disclosing details to unauthorized persons?

Are sensitive data protected from cyber and / or physical attacks?
Avre there records maintained to ensure transparency and traceability?

Are there management systems with the capability to maintain organized, clear, and
accurate records?

Are there procedures to ensure that land ownership and land rights are observed and
protected?

Do you engage with local communities to share feedback relating to their livelihood and
well-being?

Do you to map and evaluate your impacts on the rights, natural resources and territories
of local communities?

HUMAN RIGHTS

19.

20.

21.

22,

23.

Do you have policies to prohibit forced labor and child labor?

Do you employ workers under the age of 15?

Do any young workers perform night work, hazardous jobs, or are they exposed to risks?
Do you have procedures for verifying workers’ ages? Explain procedure

Are there procedures to ensure that younger workers work in good conditions?

Freely chosen employment

24,

Does the facility have procedures to ensure freedom of movement of contract workers?
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25. Are all employees provided a written employment agreement with the facility in a
language that they understand?

26. Are workers free to resign from their employment at any time without penalty?

The right to associate freely

27. Are workers able to join or form trade unions or workers’ organizations?

28. Does the facility recognize trade unions or other independent workers’ organizations
representing employees in the workplace?

Reasonable working hours and rest days

29. Does the facility have procedures in place to ensure all workers are given at least one
day off in seven?

30. Does the facility have procedures in place to ensure all overtime performed at the facility
is always voluntary?

Fair treatment

31. Does the facility have written personnel policies in place for its hiring, salary, benefits,
termination, and/or retirement practices to prevent discrimination?

32. Does the facility have procedures in place to ensure employees receive equal pay for
equal work, regardless of these factors?

33. Are employees permitted to perform religious actions without restriction?
Fair compensation
34. Does the facility have procedures in place to ensure all workers are paid at least the legal

minimum wage?

35. Does the facility have procedures in place to ensure all workers are paid the legal
overtime rate?

36. Does the facility have procedures in place to ensure payroll documents indicate all hours
worked?

Health and safety
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37. Does the facility have procedures in place to ensure appropriate machinery is well-
maintained and equipped with necessary safety devices?

38. Does the facility have procedures in place to ensure appropriate safety equipment is
provided to employees?

39. Are noise levels and air quality in the facility monitored?
40. Does the facility have fire evacuation procedure?
41. Are all employees trained on relevant health and safety matters?

42. Does the facility have well-stocked, unlocked first aid stations at every production site?

ENVIRONMENT

43. Do you have a formal environmental policy in place? If yes, please insert a copy of the
policy

44. Do you have an Environmental Management System in place certified by an external
authorized certification body (e.g., ISO14001)? If yes, insert documentation
Natural resources and biodiversity
45. Does the facility have procedures to ensure protection of natural resources and
biodiversity? If yes, explain further
Energy use and waste
46. Does the facility monitor and track energy consumption?

47. Does the facility have a system in place to reduce the environmental impact of energy
use and greenhouse gases?

48. What kind of energy is used in the manufacturing / farming process?
49. Does the facility have goals and targets to reduce GHG emissions?

50. Does the facility have procedures to reduce / eliminate pollution and waste?

The use of chemical substances

51. Does the facility keep inventory of all chemical substances used, stored, processed, and
manufactured?
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52. Does the facility have procedures to reduce the use of resources (other than water), and
promote sustainable natural resource practices?

Packaging
53. Are there proactive methods to ensure the packaging is sustainable?

54. Is sustainability considered in innovation of new products?

ADDITIONAL INFORMATION
Additional comments:

Open feedback for the questionnaire:
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